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Fazal S THAT LURK BEHIND! 


The rear-view mirror reflects potential dangers approaching from behind. But . . . in buying or in- 
vesting in real estate . . . there is no visible warming of hazards to safe ownership. 


Title Insurance gives fu// protection! 


You don't even have to /ook back when you are protected by a Commonwealth Land policy. It as- 
sures you and your client safe ownership, no matter how far back prior claims extend. 





ee a 
COMMONWEALTH /LAND 
AVIA 5c Company 


TITLE INSURANCE SINCE 1876 . . . ASSETS IN EXCESS OF $9,500,000 


Main Office: 1510 Walnut St., Philadelphia 2, Pa. 
TITLE INSURANCE IN PENNSYLVANIA, NEW JERSEY, DELAWARE, MARYLAND, MASSACHUSETTS, OHIO, WEST VIRGINIA 
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FILLMORE 


A NATIONAL is easy to operate, provides 
accuracy and detailed audit control. 


“Our Calional ‘42’ System 
paid for itself in first year... 


saves 100% annually on equipment investment.” 


—Fillmore Savings & Loan Association, Buffalo, New York 


“Now that we have replaced the 
pen-and-ink method with a National 
System our records are balanced to 
the penny every day,” writes H. J. 
Mellenger, Secretary-Treasurer of 
the Fillmore Savings & Loan Asso- 
ciation. ‘““Our National Window 
Posting System handles members’ 
records with ease, speed and effi- 
ciency. 

“Our National simultaneously 
posts passbook, ledger card and de- 
tailed audit tape, thereby providing 


us with three identical records of 
each transaction. And it has elim- 
inated the need for costly overtime 
by increasing the overall speed and 
efficiency of our operation. 

“Our National System paid for 
itself in one year, returns 100% an- 
nually on our equipment investment 
through savings!” 


ee ae wn 


Secretary-Treasurer of the 
Fillmore Savings & Loan Association 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


1039 OFFICES IN 121 COUNTRIES © HELPING BUSINESS SAVE MONEY 


HEADQUARTERS of the Fillmore Savin 
& Loan Association in Buffalo, N. Y. 


MH. J. MELLENGER, Secretary- 
Treasurer of the Fillmore 
Savings & Loan Association. 


Your association, too, can benefit from 
the time- and money-saving features of 
a National System. Nationals pay for 
themselves quickly through savings, 
then continue to return a regular year- 
ly profit. For complete information, call 
your nearby National representative 
today. He's listed in the yel- 77% 


low pages of your phone book. 
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CCURACY 


Being fairly accurate is not enough when it 
comes to insuring real estate titles. Many of the 
country’s foremost mortgage lenders have learned 
to depend on Louisville Title. The reason — 

they know they'll get accurate service, 


based on their exact requirements. 


LOUISVILLE 
TITLE 
INSURANCE 
COMPANY 


LOUISVILLE TITLE 


Arswtance Company. 


HOME OFFICE * 223 S. FIFTH STREET * LOUISVILLE, KENTUCKY 
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mand for rental units financed under at Chicago, Illinois, under the Act of March 3, 1879. 

FHA is evident with only 2.9 per cent 

of all available apartments vacant. Volume 18 JULY, 1958 Number 10 
The 1958 vacancy rate of 2.9 per 

cent, although a little higher than the Contents 

2.4 per cent reported for March 31, Business Cycle Has Been Tamed by Raymond Rodgers.......-.0+eeeeeeeeees 9 
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The rate of change in the vacancy 
rate from 1957 to 1958 varied con- MORTGAGE BANKERS ASSOCIATION OF AMERICA 


siderably in different parts of the Joun C. Hart 


. . 7 President 
country. The northeastern area, which ‘ acarus 
: . : Watrer C. Newtson Frank J. McCasne, Jr. P. S. Bower Samuet E. Neer 
includes the large concentration of ; Vice President Executive Vice President Treasurer General Counsel 
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per cent last yous In the 2 Assistant Director, Public Relations Director of Meetings 
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southeastern States the 1958 vacancy 
rate of 3.5 per cent was below the 
4.5 per cent reported for 1957. The 
highest 1958 rate—6.5 per cent—was 
reported in the southwest. 
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do you 

measure your 
mortgages as 
many investors do? 


One of the ‘‘yardsticks'’ they use 
Tam "ie lellire Mme Muslelacelole (Mr Me caal-tial-1 
or not it’s insured 


iyi tea laritie-te Maslelaielele|-. elem iohi 1 
ToMilelic Mitel ti-1ae oR t-1 MME lele leh an 
tight-money market 


tel a-m el*1muslelaie lolol + Maslele-meliigelaina- 
ToMlba-tiiele mellem celstoh 
have them insured by 


Title Insurance Corporation 
of St. Louis 


810 Chestnut, St. Louis, Mo. * MA 11-0813 


+ 
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Sell the full-value, full-profit Custom Vanguard for $10,000 complete with lot! 


NO 


THESE CUSTOM VANGUARD SELLING FEATURES: 


} 
V, 
} 
J 


Now... the "10.000 Market 







The New ee 
Custom ang uard : 


by Inland Homes 












is in the palm of your hand! 


OTHER LOW COST HOME GIVES YOU ALL 


Choice of 8 Contemporary Ranch and Colonial 
designs. 


Natural finish flush birch doors throughout. 


2 x 4 construction throughout. 





Factory-applied double-coursed cedar shakes 
or horizontal siding. 





Choice of aluminum or wood windows. wwe, Visit, call or write P, R. Thompson, Vice Pres- 
( ¥ sident—Sales, Inland Homes Corporation, 
Makes term selling easy! “sscmar’ Piqua, Ohio (Phone: Prospect 3-7550). 


Mrahbeassd, Homes 


Plants in Piqua, Ohio and Hanover, Pa. 











“Protection 


Just as radar and modern scientific instruments safe- 
guard the airplane pilot and his plane —so does title 
insurance (provided by a thoroughly experienced or- 


ganization) provide essential protection for investor 
* There is no better 


protection for a or home owner. 
mortgage than 

title insurance by 

American Title 


Licensed to write title insurance in 


Alabama «+ Arkansas + Colorado + Connecticut - Delaware + District of Columbia + Florida + Georgia 
Indiana + Kansas + Kentucky + Lovisiana - Michigan + Minnesoto + Mississippi + Missouri +» Montana 
Nevada + New Mexico + North Carolina + North Dakota + Oklahoma - Ohio + South Carolina - South 


Dakota + Tennessee + Texas + Utah « Wisconsin « West Virginia « Wyoming «+ Virgin Islands + Puerto Rico 


Efficient Sewice based on Z| years’ experience 
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@ How T1/ sells home ownership 


fo your customers... 


protects them, too/ 
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Why own a home? 


PETS! 


You'll find that it’s simply more fun to keep pets 
when you own your own home. 

You'll also find that homes need protection. And a 
Title Insurance and Trust Company policy is the safe, 
yet inexpensive way to fully protect your rights to 
the property you buy. Remember that only T.L. has a 
complete set of Los Angeles county land records and 
America's largest staff of title specialists. 

Little wonder California property owners have in 
sisted on “TL. protection” for over three generations! 


You can be sure America’s Largest 
when Tl insures Title Company 
* 


Title Insurance and 
Trust Company 


433 S. Spring Street, Los Angeles 54 - MAdison 6-2411 


Branches and sudsidary Companies in fifteen Califorma counties 
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Through local newspaper ads, Title Insurance 
is selling the benefits of owning property... 
beneiits like Pets and Hobbies and Flowers 
and Children. 


When your customers buy in California, be 
sure to give their property, and all the many 


benefits that go with it, the safe, sure protec- 


tion of a Title Insurance policy. 


“You can be sure 
when TI insures"’ 





T.L.’s fast, low-cost dependable title service is 
made possible by America’s largest staff of 
title specialists, complete land records in 15 
California counties, and 65 years of title serv- 
ice experience. 


Remember—the best safeguard for buyers, 
sellers and lenders is a Title Insurance and 
Trust Company policy. 


America’s Largest 
Title Company 


Title Insurance and Trust Company 


433 SOUTH SPRING STREET, LOS ANGELES 54 - 


MAdison 6-2411 


(Branches and subsidiary companies in fifteen California counties) 
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Take advantage of this 


REINSURANCE SERVICE 























-..-On property 
anywhere in the 
A United States 


| 
| 
es A Reinsurance Service whereby Chicago Title | 
} and Trust Company assumes the excess of the 
risk of the local title company—on property lo- 
cated anywhere in the United States. You, the 
lender, know that your title insurance policy is 
. backed up by our financial strength. 
“ye ; Through our Referral Service, we also assist 
mortgage lenders in selecting the best qualified 
local title company—wherever the property 
may be located. 








..-.- AND I 
N ILLINOIS “hile to this home 


Chicago Title Insurance Policies INSURED 


Issued locally in 78 cities—right where the property is located. Should 
anyone question the title as insured, Chicago Title and Trust Com- 


pany takes over the defense, assumes the litigation cost, promptly erteven TITLE 
settles any loss. 7 * ns Pay 
AND TRUSI 


MORE THAN A CENTURY OF EXPERIENCE 
e° YA NT 

MORE THAN TWICE THE FINANCIAL STRENGTH C () MI ANY 

of any title company safeguarding Illinois real estate 


Chicago Vitle and Trust Company 


111 West Washington Street ¢ Chicago 2 
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Make no mistake about it, says Mr. Rodgers, the business cycle has been 


ek 
Ra Bo 





BUSINESS CYCLE HAS BEEN TAMED 


Its teeth have been pulled but it has not been eliminated 





tamed. “While it is impossible to eliminate it—as some people are demanding—its 
teeth have been pulled. . . . This is a recession and, as of now, it is inconceivable 


that it could degenerate into an old fashioned depression. 
conditions and outlook, it seems that the downward trend of business should 
come to an end sometime in the early summer. Business activity will then probably remain 


at a low level until late in the fall, when seasonal 


factors, the end of inventory liquidation, 
increased money supply, increased monetary ease, 
increased government spending, and the 

passage of time should have us on our way 
again—but a repetition of what happened in 
1950 or 1955 cannot be expected.” 


EASURED by the business 
levels of 1955-56, we are suf- 
but, after 
greatest boom, such a recession was 
inevitable. Moreover, measured by 
the levels of most past years, we are 
not doing too badly, even now, in 
most Unfortunately, the high 
wartime and postwar levels of busi- 
ness activity have caused too many 
people to lose perspective. As a result, 
they expect champagne every day! 
If the indexes aren’t 25 to 50 per 
cent than the past 
whatever the base year may be—they 


fering a_ recession; our 


lines. 


higher year— 
become very gloomy and expect the 
worst. In fact, they think business 
ought to be like the Ken- 
tucky Bishop who was introduced by 


activity 


his local preacher as a “great orator 





below his 
on 


falls 
and usually goes above it 


who never average, 

This boom-forever philosophy un- 
derlies most of the inflationary cures 
proposed for the slowing up in busi- 
ness activity. Some of these proposals 
would no doubt be highly effective; 
but it should be kept in mind that 
the more effective such a cure, the 
more dangerous from the longer-pull 
standpoint, as the extent to which it 
postpones the correction of unsound 
conditions is the measure of its effec- 
tiveness. 

Economic maladjustments cannot 
There is no 
limbo of forgotten things in economic 
affairs. Correction of maladjustments 
is a necessary feature of an economy 
as fearfully complex as ours. They 


be postponed forever. 


By RAYMOND RODGERS 


=e 
= 





. On the basis of present 





can be made by readjustments, as in 
1948-49 and 1953-54, or, by reces- 
sions, as at present. 

Happily, the traditional “boom and 
bust” pattern of American business 
has not been in evidence since the 
end of World War II. Since then, 
there have been three distinct periods 
of boom, but no depressions. Instead 
of depressions, there have been two 
distinct periods of “rolling readjust- 
ment” 1948-49 and 1953-54 — in 
which some industries declined while 
others continued to boom. Moreover, 
in each case, the overall readjustment 
and decline was so mild, that it did 
not qualify as a recession, much less 
a depression. 

But now. the more serious decline 
which started 


activity 


in business 








Professor of Banking, New York University Graduate School of Business 
Administration, before Illinois Bankers Association Convention, Chicago 
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THE GROWING SEASON 
IN FLORIDA NEVER STOPS 


Agriculture, industry and commerce are all enjoying 
a steady, sound growth in Florida, creating a con- 
tinuing demand for more and more new homes. 
The First National Bank of Dunedin has offered 
mortgage service to out of state investors for over 
19 years. We shall be most happy to receive your 
inquiries. 


Vehina F 


BANK of DUNEDIN 


DUNEDIN, FLORIDA 
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after Christmas 1956, is causing some 
people to fear that this is the tradi- 
tional postwar depression even though 
quite delayed in arriving. If, by 
chance, there are any who think that, 
perish the thought. This is a reces- 
sion and, as of now, it is inconceiv- 
able that it could degenerate into an 
old-fashioned depression. 

Make no mistake about it—the 
business cycle has been tamed. While 
it is impossible to eliminate it—as 
some people are demanding— its teeth 
have been pulled. 

For example, unemployment, the 
sorest spot in the economy, is in ex- 
cess of 5 million, and there are othe: 
millions on short work-weeks. But this 
is a far cry from the 13 million un- 
employed of 1933, or the 10 million 
of 1938, with another 5 million of 
hidden unemployment (or, at least, 
unproductive employment) on_ the 
farms during the °30’s. In fact, the 
unemployment total today is just 
about the number of people who left 
the farms since 1950! In addition, it 
includes many housewives from fami- 
lies where both husband and wife 
are in the labor force. And there are 
still many people with two jobs 
“moonlighting” has not ended by any 
means, as most know first-hand. 

Or, putting it on a statistical basis, 
unemployment today is only about 
7.5 per cent of a much larger work- 
ing force, whereas it was close to 20 
per cent of the working force in 1938. 

But, far more important from an 
economic standpoint, there are now 
some 40 per cent more gainfully em- 
ployed than in the late °30’s, so that, 
relative to those employed, our pres- 
ent unemployment is of considerably 
less economic significance than the 
unemployment of the °30’s. Moreover, 
the economic rigors of unemployment 
today are tempered by unemploy- 
ment insurance payments, supple- 
mental unemployment benefits and 
relief payments. In fact, this has 
reached the point in at least one 
industry where workers net more 
from tax-free unemployment pay- 
ments than from taxable income for 
part-time work! 

These statistics and observations 
are in nowise intended to condone 
unemployment. Every man who really 
wants to work should be able to find 
a job; and, these days, that should 
be the case for women also. More- 




















































over, there are real financial hard- 
ships for many who are unable to 
find work. Many do not belong to 
unions with supplemental unemploy- 
ment benefits; many have exhausted 
their unemployment insurance pay- 
ments (which explains the legislative 
efforts to extend the time period); 
many do not have working wives; 
and many are heavily in debt with 
monthly payments on mortgages on 
homes and on instalment financing 
of durable consumer goods. 


Nonetheless, the fact is that there 
are more than 65 million employed, 
including the armed forces, and 
purchasing power, as measured by 
disposable personal income (after 
taxes), dropped only $4 billion from 
the all-time peak of $303.3 billion 
in the third quarter of 1957 to $299.3 
billion in the first quarter of 1958. 
This drop of only a little more than 
| per cent in disposable income, even 
though a much larger percentage of 
the working force was unemployed, 
reflects the beneficial effect of some 
of the economic safeguards we now 
have in our economy. 


It is important to keep in mind 
that the current decline is not so 
much a conventional cyclical down- 
swing in business activity as a new 
phase of the postwar economic pat- 
tern. The first phase of the postwar 
economic pattern was characterized 
by an abnormally high level of busi- 
ness activity necessary to fill the great 
economic void caused by the sub- 
normal business activity of the long 
depression of the thirties and the 
diversion of production to military 
purposes during World War II. Ex- 
pansion of non-military production, 
expansion of military production for 
the Korean war, and the expansion 
of production necessary for rearma- 
ment and a garrison economy have 
largely come to an end. In fact, our 
production capacity has been ex- 
panded to the point where we really 
can have both “guns and butter.” 


In addition to plant and equipment 
expansion, the great accumulated 
demand for automobiles and other 
consumer durable goods, and for 
housing has been met. This means 
that we now have entered a period 
in which the level of business activity 
must depend on current demand, 
pilus modernization and replacement. 
This can hardly be over-emphasized, 























OTHER 
PEOPLES’ 





MONEY 


Of course no banker would agree with this 
facetious sally by Dumas: “Business? It’s 


simple—it’s other people’s money.” 


Just because the financing of a real estate 
project involves the investment of “other 
people’s money,” the banker exercises ut- 


most precaution. 





One of his safeguards against loss is title 









insurance—and there’s no safer, surer pro- 


tection than a TG&T policy. 


TITLE GUARANTEE 
He and Trust Company 


HEAD OFFICE: 176 BROADWAY, N. Y. 38 + WOrth 4-1000 


Title Insurance In New York, New Jersey, 
Connecticut, Massachusetts, Maine, Vermont, Georgia 
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as too many people have come to 
look upon the high level of business 
activity of the great expansion of the 
postwar period as the normal level 
of business activity, and to think that 
it should be maintained at all costs. 
feel that, if the 


powers of government, especially 


They necessary, all 
heavy government spending and large 
increases in the money supply should 
be utilized in a bold, determined pro- 
gram to maintain such levels. But the 
hard facts are that production capac- 
ity throughout American industry is 
than 
Moreover, the productive ca- 
the Free World is 
than ever before, so exports cannot 


greater present effective de- 
mand. 
pacity ol greater 
rescue us. This means that we shall 
have to be satisfied with something 
less than the boom levels of 1955 and 
"56. Efforts to 


levels during the more normal period 


maintain such boom 


we have now entered can only result 


in inflationary pressures, which will 


cause even more trouble later on. 


Capital expenditures are not only 
under the pressure of over-capacity 
in most industries, they now have the 
added pressure of a profit squeeze, as 


three out of fow large corporations 


reporting recently have shown lower 


Moreovy er, 


tial expenditures will be necessary for 


profits. although substan- 
further automation and, also, to bring 
the the 
penditures to our 


research ex- 
the 
government, capital expenditures on 


fruits of heavy 


people and 
an overall basis have entered a long, 
cyclical downswing, which will prob- 
the 60's. 

and 


when 
the 
passage of time should cause another 


ably last into early 


growing family formation 


upswing 


Inventory reduction has played an 


important part in the decline in in- 
dustrial production. Inventory reduc- 
tion accounted for virtually ali of the 
1948-49 halt 


of the 1953-54 downswing. Moreover, 


downturn and almost 


SOCIATII 


1958-59 ISSUE 


lirectory of 





Only complete Loan Associa 
tions covering all 48 states 
bia. Over 6400 entries. More than 2000 dividend rates 
Listings alphabetically by State and City, name of As 
sociation, location, key officials, assets, memberships in 
Federal agencies 273 page cloth bound volume $25 
postpaid. Sample pages on 


Savings and 
and the District of Colum 


equest 


T. K. SANDERSON ORGANIZATION 
Directory Publishers 
200 &. 25th St. Annex Baltimore 18, Md. 
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the National Bureau of 
Economic Research show that inven- 
tory liquidation, on the average, ac- 
more than half the de- 
cline in production in all business 


studies of 


counted for 


contractions since 1918. This is good 


news, as inventory liquidation is 
temporary 


Sooner or later, inventories decline to 


necessarily a weakness. 
the point where they must be re- 
plenished, and then they become a 
source of strength. 


Debt reduction, likewise, is a tem- 
porary phenomenon. This is particu- 
larly true of personal debt. Soonet 


or later, such debt is reduced to the 


point where it is not so burdensome 
to the individual or the family. This 
improves their credit standing and 
changes the desire to repay to a de- 
sire to make new instalment pur- 
chases 


Declining exports are, like declining 
capital expenditures, a fundamental 
factor in the current decline in busi- 


ness activity. The boom in Europe 
is coming to an end, the productive 
capacity of the Free World is greater 


than ever before, and there is a dollar 


countries, because 


shortage in many 





it pays Mortgage Bankers 
to do business with 
Paramount.” 





“And so you see, Mr. MacFarland, 


of the sharp decline in the world 
price of the raw materials they sell 
us. In addition, declining business 
activity has brought great pressure 
United States to reduce im- 
ports in several fields. This, of course, 
is causing repercussions abroad. 


on the 


What can the government do to 
reverse the downward trend in busi- 
ness? As anything and everything 
that the government 
effect on business activity, it follows 
that there are many things that can 
be done to help reverse the trend. As 
they are not all equally desirable, 
especially from the standpoint of in- 
flation and after-effects on the pri- 
vate side of the economy, the more 
important ones will be briefly sur- 


does has an 


veyed. 

A consequential increase in the 
money supply is, of course, the first 
thing 
have a managed money. 
some justification can be found for 
such an increase, as growth of the 
money supply has not kept pace with 
the increase in the physical output 
of goods and services since the “ac- 
March 1951 between the 


to mind, as we 
Moreover, 


which comes 


cord” of 


Paramount Fire 
Insurance Company 























Federal Reserve and the Treasury. 
[his can be done through reduction 
in reserve requirements and through 
open market operations of the Fed- 
eral Reserve Banks. But such an 
increase should be done care- 
fully because it will do more harm 
than good, as in 1953-54, if over-done. 


very 


Lower reserve requirements and 
permission to count vault cash as 
part of reserves, as provided in the 
Fulbright and the Spencer bills now 
pending, would be the soundest way 
to accomplish such an increase in the 
money supply. In the meantime, the 
apparent Federal Reserve policy to 
maintain $500 million, or more, 
“free” will lead to an in- 
crease in the money supply and a 
further moderate reduction in money 


market rates. 


reserves 


Tax reduction, especially of per- 
sonal income taxes, is the most potent 
stimulus the government could give 
the private sector of the economy. In 
1953, when business activity began 
to turn down, the Administration 
told the country in positive terms 
that a tax could be 


reduction ex- 
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“Government action, Federal Reserve policy, and declining loan 
demand will still further increase the availability and lower the 
cost of money in the months ahead. This easier money will, of 


course, have broad economic 


consequences. 


Banks with savings 


deposits will be aggressive buyers of mortgages. This will not only 


have a direct favorable effect on home starts, 


it should enable 


FNMA to reduce its holdings of some $1.5 bil- 


lion of VA and FHA mortgages. 
money should permit a moderate improvement 
in home starts. However, an all-out housing 
boom cannot be visualized as the prices of 
homes are at high levels, local taxes are in- 
creasing continuously, and the costs of trans- 
portation from the suburbs are likewise mount- x 
ing, although the service steadily gets worse.” 


pected in 1954. The stimulus this 
gave the economy was literally as- 
tounding. 


But, this time, the Administration 
is reluctant to use the weapon of tax 
reduction. The principal reason for 
this opposition is that a reduction 
would further deficit 
which, even without a tax cut, will 


increase a 
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be very substantial, and thus increase 
the danger, and the fear, of inflation. 
That fears on the size of the budget 
deficit are based on fact is indicated 
by Secretary Anderson’s addition the 
other day of $4 billion to the amount 
he expects the government to spend 
in fiscal 1958-59. With this increase 
in expenditures, and a probable drop 
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of $4 billion or more in revenues, the 
budget deficit in the coming fiscal 
year may reach $10 or $11 billion 
without tax reduction. As this deficit 
will, in large part, be financed 
through the banks, the 
reviving the forces of inflation by 
increasing the deficit to cover a tax 
reduction of $4 or $5 billion is appar- 
ent. 


danger of 


The proponents of income tax re- 
that it 
less in 


nevertheless, 
the 
the long-run to stimulate the econ- 


duction, argue 


would cost government 


omy by lower taxes than by any 
other method. They maintain that 
government revenues are not deter- 


mined by tax rates, but by the appli- 
cation of the income 
generated in the economy, and that 
a sound reduction in rates might very 
eventually 
revenues, because of its favorable im- 


such rates to 


well result in increased 
pact on business activity. 

Of course, if by some miracle both 
expenses and taxes could be cut, the 
really The 
heavy burden of the current level of 
the studies of the 
Tax Foundation, which indicate that 
Federal, state and local taxes, includ- 
ing hidden taxes, take approximately 
the income of United 
families at 


economy would jump. 


taxes is shown by 


one-third of 
States 
levels. Anything which would lighten 


average income 


a burden would certainly have 


the 


such 


a most favorable effect on psy- 
consumers, who, in the 
hold the key to both 


business revival and continuing busi- 


chology of 
last analysis, 


ness prosperity 

Large scale government spending 
will also help revive the economy. But 
such increased spending takes quite 
on the 
the 
which so 


a while to have much effect 


economy, as is evidenced by 


Fedet al 


much was expected. 


road program, of 


Plans 


have to be 


have to 
be drawn, rights-of-way 
acquired, contracts have to be let, 


and after that it may take as long 
as a year or even two years for the 
job to be finished and have its full 


impact on the economy 


It even takes considerable time to 
expand defense spending. For 
ample, although defense orders for 
major items have more than doubled 
the $2.1 billion of the third 
quarter of 1957 to the $5.4 billion 
rate of this quarter, actual national 
spending this quarter 


exX- 


from 


security will 
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apparently be less than in that 
quarter. 

In any event, overall government 
spending is bound to cause a sub- 
stantial increase in the money supply, 
especially during the second half of 
this calendar To be specific, 
the cash outflow for fiscal 1958-59, 
starting July 1, is now estimated at 
$92.3 billion, while the cash intake 
by the government is put at $82.1 
billion, which leaves a deficit of $10.2 
billion. 


year. 


As almost all of this cash deficit 
will materialize between July 1 and 
December 31 of this year, and as 
almost all of it will probably find its 
into the commercial banks, a 
large increase in the money supply 
seems inevitable. 


way 


Government action, Federal Re- 
serve policy, and declining loan de- 
mand will still further increase the 


availability and lower the cost of 
money in the months ahead. This 
easier money will, of course, have 


broad economic consequences. 


Banks with savings deposits will 
be aggressive buyers of mortgages. 
This will not only have a direct favor- 
able effect on home starts, it should 
enable FNMA to reduce its holdings 
of some $1.5 billion of VA and FHA 
mortgages. Thus, easier money should 
permit a moderate improvement in 
However, an _ all-out 
housing boom cannot be visualized 
as the prices of homes are at high 
levels, local taxes are increasing con- 
tinuously, and the costs of transpor- 
tation from the suburbs are likewise 
mounting, although the service stead- 


home starts. 


ily gets worse. 


Military housing and public hous- 


ing, however, may be expected to 
increase considerably, which will have 
a favorable impact on the economy. 
The easier money conditions will also 
have a favorable effect on the volume 
of other public construction. State 
and local governments may be ex- 
pected to sell growing amounts of 
their obligations to finance the con- 
struction of all kinds of public works. 
This expansion should have a marked 
favorable effect on both employment 
and business activity toward the end 
of the year. 

As this recital has shown, there are 
many forces in the economy working 
for recovery. In addition to those 
which have been enumerated, the 
most basic economic force of all- 
time—should be kept in mind. Time 
is steadily working for recovery, and 
every day that passes brings us that 
much closer to the end of the down- 
swing. 

Also, there are many more things 
the government could do which 
would affect the rate of recovery and 
future business activity. Only time 
can tell what actually will be done, 
as political issues are involved. 


Nonetheless, on the basis of present 
conditions and outlook, it seems that 
the downward trend of business 
should come to an end sometime in 
the early summer. Business activity 
will then probably remain at a low 
level until late in the fall, when sea- 
sonal factors, the end of inventory 
liquidation, increased money supply, 
increased monetary ease, increased 
government spending, and the passage 
of time should have us on our way 
again—but a repetition of what hap- 
pened in 1950 or 1955 cannot be 
expected. 
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We Haven't Been Meeting the 





Minimum Demand for Housing 


That minimum, say the Dodge experts, is about 1,250,000 
units annually and of course we’re falling behind that now. 
Principal reason for the deficiency in the recent past has been 
lack of funds, a factor which is no longer present. In any 
event, as far as the Dodge projections go, there is still a great 
demand for housing in this country but there are also a 


great many factors affecting the immediate volume ahead. 


T wasn’t too long ago that con- 
theme was being counted upon 
to supply a substantial boost to the 
economy in 1958. Well, so far this 
year, our Dodge figures on contracts 
for future construction haven’t offered 
very much to cheer about. 

Total construction contracts in Jan- 
uary this year were 10 per cent below 
the same month last year. February 
contracts again registered a 10 per 
cent decline from a year ago and in 
March the figures showed a 12 per 
cent drop from March °57. 

What are the chief soft spots? First 
of all, industrial building contracts 
for the first three months were down 
46 per cent from the comparable pe- 
riod last year. Commercial buildings 
are down 11 per cent. Heavy engi- 
neering contracts—including public 
works and utilities are down 12 per 
cent. And residential contracts are 
down 8 per cent in value and 5 per 
cent in the number of units involved. 
Some signs of encouragement in the 
residential area showed up in March 
though with the number of units that 
month registering a one per cent gain 
over March of last year. 

Construction is definitely being af- 
fected by the recession. It is the 
nation’s largest fabricating industry 
accounting for about 15 per cent of 
the total output of goods and services 
of the American economy. Because of 
its tremendous size, construction activ- 
ity affects the general business out- 
look and, in turn, is affected by it. 
Today, it seems evident that the con- 





struction outlook is being dominated 
by the business outlook. 

This is particularly true in the area 
of home building. Aside from the psy- 
chological effects of the 
there is absolutely no reason why 
housing starts should be down where 
they are now—at their lowest level 
since early 1949. 

We feel that the basic demand for 
housing—at a minimum—is currently 
in the vicinity of about one and a 
quarter million units annually. But 
we haven’t been building or selling 
that many new homes for some time. 
The chief reason for the decline in 
housing starts in recent years has been 
the lack of available funds for govern- 
ment-insured mortgages with their 
relatively low and inflexible interest 


recession, 


rates. 
Demand for funds by business and 
government during the past several 


By EDWIN W. MAGEE, JR. 


Economist, F. W. Dodge Corporation, 
at the MBA San Diego Clinic 


years resulted in rising levels of inter- 
est rates—to the extent that VA and 
FHA inortgages became unattractive 
to lenders. 

However, this situation no longer 
exists. Business spending for new plant 
and equipment has already fallen off 
and further cutbacks are expected in 
the year ahead. As a result, there has 
been a lessening in the demand for 
funds and a consequent easing in the 
money market. 

In addition, the Federal Reserve 
Board during the past six months has 
switched from an anti-inflationary 
tight money policy to an anti-reces- 
sionary easy money policy. Several 
times since November 1957, the mone- 
tary authorities have permitted a re- 
duction in the discount rate at the 
Federal Reserve Banks and twice they 
have reduced reserve requirements. 
Money rates in general have fallen 








Protect your mortgage investments ic 


Berks Title Insurance policies. Berks’ coverage is known 


and accepted wherever mortgages are bought or sold. 


Banks Jitle inSURANCE COMPANY 


READING, PENNSYLVANIA 


Agencies throughout Pennsylvania... Delaware... Maryland... Virginia 
West Virginia... District of Columbia...New Jersey... Ohio... Florida 








THE MORTGAGE BANKER * July 1958 











sharply during this period. All these 
factors, reflecting an overall decline 
in the general interest rate level, tend 
to make the current rates on mort- 
particularly FHA at 5% per 
at 4% per cent 


gages 
cent and even GI 
more attractive to lenders. Additional 
funds should be forthcoming to the 
funds which last 
were find- 


mortgage market 
year and the year before 
ing their way into other areas of the 
economy 

So the prospects for housing this 
except for the effects 
of the recession. Basic demand is pres- 
ent and ample credit is available. The 


factor is the home 


year are good 


only uncertain 
buyer. The consumer is now cautious 

and to some extent fearful of com- 
mitting himself on a long-range basis 
until he feels business conditions are 
improving. The housing outlook is 
therefore closely tied in with the gen- 
eral economic situation. 

With this in mind, what facts can 
we establish about the present business 
situation? 

First, we have a genuine recession, 
somewhat more severe than the other 
two we have had in the post-war pe- 
riod. There are many millions of 
people who haven’t even noticed this 
recession, but others are-hurting. To 
the more than five million 
ployed, to merchants in unemploy- 


unem- 


ment areas, to workers whose salaries 
have been cut, this is no laughing 
matter. 

Second, this recession developed 
with surprising speed. Early last fall, 
there was hardly a businessman or 
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economist who thought that by the 
end of the year, we would be talking 
in terms of a recession already under- 
way. Even those of us who expected 
some business dip in 1958 hardly con- 
ceived that it would hit in 1957. 

Why did the 
much faster than anyone expected? 
There are probably at least three rea- 


recession come so 


sons: 

First, we suffered something of a 
shock to our national confidence when 
the first Sputnik orbited in October. 

Second, President Eisenhower suf- 
fered what we now know was a very 
mild stroke, at the worst possible time. 

Both these traumatic experiences in- 
fluenced the psychological atmosphere 
in which our economy operates. They 
probably affected thought leaders, in- 
cluding businessmen, more than they 
did the general consuming public. 

The third factor is that along about 
the same time, a wave of defense 
economy had gotten underway in 
Washington. Orders were stretched 
out or cancelled, and there were some 
big defense producers who had to 


scramble to get funds to pay workers 
when Federal payments were delayed. 

While all this was going on, the 
government, and particularly the Fed- 
eral Reserve Board, was fighting in- 
flation with policies of ever-tighter 
money. These policies had already 
effectively provided the home-building 
industry with its own private reces- 
sion as far back as 1956. 

But these are primarily reasons for 
the speed of the drop. There were 
forces operating long before last fall 
which gave some clues to a coming 
drop, and which influenced many of 
the economists on our annual Dodge 
outlook panel last October to predict 
a dip in business at some time in 1958. 

For one thing: a decline in busi- 
ness plans for new factory buildings 
began to show up in our Dodge con- 
tract figures as early as a year ago last 
February. It persisted throughout the 
year, with few exceptions and 
prompted us to warn in a publication 
last June that there might well be 
downward revisions in business plans 
for plant and equipment investment. 
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[here were other advance indications 
as well—the housing decline certainly 
was one of them. 

All this is past, however. Where 
do we stand now, and what of the 
future? 

As I was putting together these ob- 
servations, I couldn’t help thinking 
of something I had read about ancient 
rites of spring which still survive as 
pageants and games in some European 
countries. In these pageants, forces of 
winter, or darkness, combat against 
forces of spring, or light, for posses- 
sion of a ball which represents the 
earth. We could make something of 
an analogy with our current situation, 
where downward pressures are bat- 
tling with upward pressures for pos- 
session of the economy. What are 
these forces, and more important, 
who’s going to win? 

Among the evil influences, we would 
certainly have to put some of those I 
have already mentioned, because they 
are still operating: 


>> The decline in business invest- 
ment, which is still going on, and 
which is reflected in such things as 
construction contracts and sinking 
business appropriations. 
»> The drop in auto sales, which 
has been showing no tendency to im- 
prove in recent weeks. 

»> The low level of housing activity 
at present. 


>> These and other downward pres- 
sures are reflected in other trends 
which make for still further down- 
ward movement. Among these sub- 
sidiary trends are: 
a. A drop in steel production, to 
levels 40 per cent or so below last 
year. 
b. An 11 per cent decline in total 
industrial production from the 
peak reached in 1957. 
c. A drop in freight car loadings 
of more than 20 per cent from 
last year. 
>> And all these things are reflected 
in still further downward pressures, in- 
cluding, among others: 
a. Increasing unemployment, now 
about 5.1 million, or 72 per cent 
of the labor force, and still show- 
ing no tendency to stop rising, if 
normal seasonal factors are taken 
into account. 
b. Increasing numbers of business 
failures. 
c. A declining average work 
week, which is now the shortest 
since 1939. 
d. And as a result of all these 
things, declining weekly earnings 


of labor. 


22> Then, way down at the end of 

the line, as a final result we find that: 
A. Total personal income has 
dropped about 2 per cent since 
last year’s peak. 
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B. And retail sales are down a 
little. 

Notice that at the end of the line, 
the percentage declines are quite 
small. This is natural, in such a se- 
quence. The important thing is that 
they be kept small. If they increase, 
they could well spark further cutbacks 
in production, and start the process all 
over from the beginning. 

So much for the forces of evil. How 
about the good side? 


>> I would list first among the good 
factors the lack of panic at practically 
all levels of the economy. The lack of 
panic is reflected in several things: 
a. The relative stability of the 
stock market, which has com- 
ported itself nobly so far. 
b. The stability of the financial 
structure of the country, which is 
being conducted in a far more or- 
derly manner than it has at many 
times of stress in the past. 
c. The high level of consumer 
purchases. 
d. The stability of prices. 


>> Among the good factors, I would 
also include the inventory situation. 
This could also be included among 
the downward pressures, since inven- 
tory adjustments certainly helped 
speed the downturn, but I include it 
here because this correction should be 
largely behind us. There are many 
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think that businessmen 


over-corrected in view of the stability 


analy sts who 


of sales, and will have to make the 
reverse adjustment of adding to in- 
ventories soon. 

>> We still have, basically, a growth 
economy. Our population is three mil- 
lion the 
birth still 
have a pronounced “growth attitude.” 
We are devoting tremendous sums to 
research and development. We have 
the national attitude that great things 


more than it was last year, 


rate is still high, and we 


are ahead 
>> And then, 


among the upward forces are specific 


highly important 


government programs aimed against 
recession. Practically all of these pro- 
grams, incidentally, emphasize con- 
struction directly or indirectly. Con- 
struction will be their prime mover 
and their first beneficiary. 
vovernment 


In addition to pro- 


grams aimed to boost housing, urban 
renewal, highways and other public 
works, and defense spending, we also 
have the very powerful influence of a 
tax cut to consider. There is obviously 


considerable difference of 


opinion 






about the need for a tax cut in Wash- 
ington. I would venture the opinion 
that we had better have the tax cut, 
and quickly, with some relief to cor- 
porations as individuals, in 
order to stimulate new private invest- 
ment as well as new purchases. The 


well as 


effect of a tax cut will not be as im- 
mediate as some people seem to think, 
and this is one time when it would be 
lock the barn before 
the horse is stolen. 

Now comes the problem of trying 
the the 
forces of good and the forces of evil. 
Chere is no neatly calibrated scale on 
which we can weigh these things and 
come up with a precise mathematical 
It has to be a matter of sub- 
jective judgment, and yours may well 
differ from mine. 


safer to door 


to assess balance between 


balance. 


In my opinion, the downward forces 
have not yet been routed. I think they 
can be defeated fairly easily, but it 
will take the 
problem in high places than I have 


more recognition of 
observed so far. 

We have not yet reached the bot- 
tom of this business dip. 


But it is not going to keep on going 
down and down. We don’t have the 
makings of a real depression. This is 
not another 1929. 

Why? 

First, as I have said, we have a 
growth economy and a growth atti- 
tude. In 1929, we had the attitude 
(on a much more speculative basis, 
however) but the real growth of the 
economy was deceptively low, particu- 
larly from the population standpoint. 
Birth rates had been decreasing for 
years, small families were becoming 
popular, and we had virtually shut off 
immigration, which had earlier been a 
main source of growth. Currently, we 
have been, and still are, in a much 
more vital state. 

Second, we have many cushions un- 
der the economy that we didn’t have 
in the 1920’s. Widespread unemploy- 
ment compensation, universal use of 
amortized mortgages, deposit insur- 
ance, social security, better policing of 
stock market operations are just a few. 
And whether you like it or not, gov- 
ernment activity is a much bigger 
share of the total economy than it was 
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in 1929—-and government activity 
should not be subject to the same 
cyclical forces that affect business. 


Finally, we are much more sophis- 
ticated about our economy than we 
were then. We still don’t know very 
much about what makes it sick, and 
how to keep it well, but we do know 
vastly more than we did in 1929. 


As to immediate prospects, we have 
several opinions to choose from. There 
is still the “second-half club” rapidly 
becoming the Fourth Quarter Club, 
which thinks things will start to boom 
later this year. There are others, very 
few in number, who think the slump 
will go on down and down into a 
depression. And there are some, in- 
cluding myself, who think that we will 
witness a bottoming out within a few 
months, followed by a relatively mild 
upturn for another period of months. 
We have become accustomed, in the 
post-war years, to finding businesses 
of all types setting new records with 
almost monotonous regularity. In writ- 
ing press releases in our own office 
about construction contracts, we have 
exhausted the dictionaries trying to 
find new ways to say the same old 
thing month after month and year 
after year as construction contracts 
regularly hit new peaks. 


I rather doubt that we will see new 
records set in general business activity 
for some time to come. The upturn 
from the recession will probably show 
up in a very few months, but I think 
it would be wise not to expect a run- 
away boom in business. It would be 
more prudent, I believe, to expect a 
period of good, but lower-than-record 
business activity. 

Back in college, I had an economics 
professor who used to keep a large 
crystal ball on his desk, with a smaller 
crystal ball alongside of it. When 
anyone asked, as they usually did, why 
one crystal ball wasn’t enough, he 
always replied, “The big one is for 
long-range forecasting; the little one 
is only short-range.” 


I’ve always remembered this not 
because it was particularly hilarious 
but because it did emphasize some- 
thing we are all too prone to over- 
look. There are two futures, !ong- 
range and short-range. Most of our 
attention is devoted to the short- 
range. How will the summer’s vaca- 
tion business be; will Fall sales of 
clothing hold up; what’s the outlook 


for housing in 1958; where is our 
next meal coming from? 

I don’t blame any businessman for 
putting first things first, but it is un- 
fortunate, because we are prevented 
from seeing the forest of the future 
by looking at the trees of today. The 
short-term outlook is here today and 
gone tomorrow; the long-term, by 
definition, is much more important 
because it will be with us for years to 
come. 

Recessions are always short-term. 
The longest of them lasts only a small 
fraction of a lifetime. 





We stand at the threshold of not 
one, but three new eras, any one of 
which could revolutionize our lives. 
One is atomics. One is electronics. 
And the third is autologics, of ma- 
chines that add thoughtpower to our 
already enormous horsepower. We are 
in the primitive stages of a more fan- 
tastic era of growth and change than 
even Jules Verne could have con- 
ceived. 


Anyone who stands around too long 
musing about the outlook for 1958 is 
likely to find that history has left him 
far behind. 
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>» Building and Real Estate 
Investment in the 


It seems to be pretty well agreed that the decade of the Sixties is 


ixties 


going to be a period of sharply accelerated activity in building anc 
going to be a period of sharpl’ lerated activity in building and 


home financing. It’s expected, but precisely what is the basis for these 


expectations? That is what Mr. Warnecke does here, analyze the 


various factors which represent the basis for these great expectations in the 


coming period. His conclusions are that what we are expecting will 


materialize all right but, he asks, “are we prepared for a new real 


estate boom of this magnitude?” 


importantly: thrift must be encouraged more, new investment 


We are, but three factors stand out 


sources must be tapped (the private investor must be lured back into 
the real estate field) and, finally, the threat of inflation must be met and 


beaten. Mr. Warnecke heads George W. Warnecke & Co., in New York. 


HIS is a period of retrenchment. 
Coupled with a general reces- 
sion in business and industry, we have 


had fewer housing starts, slower 
home sales, more delinquencies, more 
vacancies—and some, let’s face it, 


out-and-out failures of speculative 
real estate ventures. 
eco- 


Sometimes, as we watch the 


nomic storm clouds drift by, we may 


how to reorient 
ourselves in these 
changing times. 
Are traditional 
policies still justi- 
fied? Is real estate 
absorbing more 
than $35 billion of 
life insurance 
funds alone) de- 
serving of our continued confidence? 
Is it right to maintain and expand 
real estate loans as an outlet for in- 





G. W. Warnecke 


vestments? 

At such times, it is appropriate to 
remind ourselves that the future of 
real estate is basically sound. Its 
broad outlines are not just visible 
through well-polished crystal balls. 


begin to wonder 


They are already well known from 
the facts and data collected over long 
periods by statisticians and economists. 

All we need to do is to line up 
the various elements which make up 
the future of real estate in this coun- 
try and a picture emerges which is 
indeed over-poweringly brilliant. 

Population pressure: As Secretary 
of Commerce Sinclair Weeks pointed 
out recently, our population will in- 
crease by 28,000,000 within the next 
ten That means that every 
acre of land in this country will have 
to feed, house and generally serve 
eight people for every seven who live 
on it today. 

Economic Growth: Within ten 
years, employment will rise by 14 
million from 66 today, personal in- 
come will increase $100 billion and 
our gross national product will add 
nearly 50 per cent. 

Number of Households: According 
to the Bureau of the Census, the 
number of households will increase 
from 49 million in 1957 to 60 million 
in 1970 and 64 million in 1975. 

These are the basic economic 
What do they portend for the 


years. 


facts. 
cate- 


By GEORGE W. WARNECKE 


gories of housing in which the insti- 
tutional investor is likely to be 
interested ? 

Single Family Housing: Families— 
defined as a group of two or more 
persons living together and related 
by blood, marriage or adoption— 
should increase from nearly 43 mil- 
lion in 1956 to about 54% million 
by 1975, a rise of 27 per cent, it is 
reported by the Metropolitan Life 
Insurance Company. The Bureau of 
the Census adds that the number of 
married couples will rise from 37.6 
million in 1955 to around 50 million 
in 1975, a gain of 11 to 13 million 
in 1975. These families will be formed 
at a slightly earlier age (the median 
marriage age for women will be be- 
tween 19.7 and 20.2) and will be 
somewhat larger than they are today. 
Architectural Forum estimates the 
number of average housing starts ten 
years from now at 1,500,000 as com- 
pared to the much-talked-about 
1,000,000 today. 

An increase of 50 per cent in the 
number of single family home starts 
seems somewhat more than the pro- 
portional increase in population and 
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the number of households. However, 
perhaps, not over-optimistic 
when we consider the fact that many 
of the lesser developed areas of the 
country have never had a single fam- 
ily housing boom, that our builders 
and engineers will perfect further 
methods for mass fabrication of hous- 
ing and that, after all, experience has 
shown that it is always possible to 
sell more homes, the only questions 
being “What kind of homes?” and 
“At what terms of financing?” 


it is, 


Multiple Family Apartments. Here 
is where I expect, and apparently 
Architectural Forum agrees, the 
greatest increase in both demand and 
supply will take place, that is a rise 
100,000 to 200,000 or 300,000 
annually. As more couples 
marry and more couples marry 
younger, the trend will be—as it 
always has been them to seek 
out an apartment at a rental which 
they can afford. They will have no 
large savings, of course, but by no 
means should be considered low-in- 
come tenants. Many of the luxuries 
of the Fifties—swimming pools, air- 
conditioning, garden-type environ- 
playgrounds, will be 
taken for granted—and paid for—by 
these young couples of the Sixties. 


from 
units 


for 


ment, etc. 


The tendency toward middle-and- 
high-income rentals should be further 
boosted by an increase in the number 
of older people, especially those over 


65, which has been much talked 
about but still deserves all the critical 
attention it is getting. Our older 


population will add more than 5 mil- 
lion (an increase from 14.4 to 19.5 
million) by 1970, it is reported by 
the Metropolitan Life Insurance 
Company. 

We, who are familiar with the resi- 
dential leasing and management busi- 
ness, know the retired or semi-retired 
first-class 


person over 65 to be a 


tenant of a well-run, well-serviced 
and high-to-middle-income apartment 
house development. Many of them 
had left the big cities to bring up 
their children in the But 
they are now returning to enjoy some 
of the sophistication and amenities 


and entertainment of big city life. 


country. 


As the price of land will rise, taxes 


will be boosted and servicing costs 


mount, such larger units will be more 
economical to build and to maintain 
the individual homes. 


than smaller, 
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The investor can get his share of the 
benefits of these developments by 
helping the right kind of conscien- 
tious multi-family unit builder get 
started today. 


Industrial Construction. On this 
phase of the construction industry, 
Architectural Forum appears to be 
more bullish than industrialists them- 
selves. It anticipates that the annual 
rate of factory building will be more 
than 70 per cent higher than now 
by 1967. McGraw-Hill’s survey of 
Business’ Plans for New Plants and 
Equipment indicates that businessmen 
expect to reduce capital expenditures 
in the late *50’s and maintain a new 
level of $30 billion per year in the 
early Sixties, which would be $4 bil- 
lion less than in 1958. 


Actually, this appears to be one 
segment of the real estate picture in 
which forecasts pegged to particular 
years or periods are somewhat less 
than helpful. Experience has shown 
that industrial construction is closely 
connected with the current state of 
the economy. The investor can safely 
postpone a decision on such projects 
until the moment of actual submis- 
sion. 


On the whole, it does appear as 
though the industrial development 
boom is only coasting along. Un- 
doubtedly, it will pick up again after 
1960, and we can then decide on the 
basis of each particular project and 
the industry from which it is sub- 
mitted whether it warrants a loan 
with an extended pay-out period. 


Office Construction. Architectural 
Forum looks for a 28.8 per cent in- 
crease in warehouse, office and loft 
construction over the next ten year 
period. This estimate appears con- 
servative and well supported by the 
current trend toward smaller follow- 
up booms in office construction in 
cities of a less than metropolitan 
character. 

As more and more sub-metropoles 
are created and industrial belts con- 
nect more of the larger cities of the 
east, the need for more office space 
is likely to undergo a radical upswing. 
location in office 
will im- 


factors 
become 
The more second- 


However. 
construction more 
portant than ever. 
ary locations vie for investor consid- 
eration the more difficult it will be 


to weed out the office building with 


a real future from the speculative 
real estate promotion. 

Schools, Hospitals, Churches and 
Highways will naturally continue to 
grow mushroom-like wherever new 
population centers are formed or 
interconnected. Architectural Forum 
estimates total outlays for public con- 
struction and for religious, educa- 
tional, hospital and other nonresiden- 
tial private construction at more than 
$23 billion by 1967. 

Are we prepared for a new real 
estate boom of this magnitude? The 
answer has to be a very cautious 
8 

There are no projections available 
on the amount of investment capital 
available for real estate investment 
in the 1960’s. We must therefore 
look to the record of the past years 
in order to assess the future. 

In a recent study of the investment 
outlook, Bankers Trust Company 
says, “The prevalence of inflationary 
forces . . . apparently did not curtail 
the public’s disposition to save. 
However, much of the increase in 
saving was used to repay con- 
sumer indebtedness; the flow of sav- 
ings into the hands of institutional 
investors expanded only slightly. Sav- 
ings were insufficient to meet current 
demands for investment funds. . . .” 

During the years from 1954 to 
1956, for instance, our gross national 
product rose steadily but the influx 
of investment funds into major sav- 
ings institutions including life insur- 
ance companies, mutual savings 
banks, savings and loan associations, 
corporate pension funds, commercial 
banks and state and local government 
retirement funds actually fell off 
from $19.1 billion in 1954 to $17.9 
in 1955 and $18.8 in 1956. As a 
result the increase in mortgage own- 
ership went from $16.6 billion in 
1955 to $14.6 billion in 1956 to $12.5 
billion in 1957. 

These facts point up the three 
major problems of capital accumula- 
tion in a rising economy: 

1. Thrift. The last word 
whether our financing institutions can 
meet the demands of an expanding 
economy is spoken by the consumer. 
It will be the task of life insurance 
companies, savings banks and other 
institutions to bring home to him the 
importance of saving not only by 
preaching moralisms and _ homilies 


on 











“An increase of 50 per cent in the number of single family home starts seems somewhat 
more than the proportional increase in population and the number of households. However, 
it is, perhaps, not over-optimistic when we consider the fact that many of the lesser developed 
areas of the country have never had a single family housing boom, that our builders and engineers will 
perfect further methods for mass fabrication of housing and that, after all, experience 
has shown that it is always possible to sell more homes, the only questions being ‘What 
kind of homes?’ and ‘At what terms of financing?’ ” 


offering the incentives and 
returns which provide the only tan- 
gible evidence of the worthwhileness 
of prudent habits. 


but by 


2. Tapping New Investment 
Sources. But not only must we devote 
infinite care and patience to the de- 
velopment of the highest possible 
rewards to the prudent saver or life 
insurance buyer but we must also 
make sure that we offer the greatest 
variety of “products” to our enlarged 
market and that we do not leave any 
sources of new investment capital 


untapped. As a real estate man, I 


am particularly conscious of this 
need, for I feel that we have still 
not succeeded in opening up real 


estate as a form of investment to the 
general public—and thus maximizing 
the private investor’s return. The 
entry of the private investor into the 
real estate field, if it can be achieved 
with safety or principal, should not 
be feared by the large financial insti- 
tutions but rather become hoped-for 
and wished-for as a partial answer 
to our increasing requirements for 
new investment capital. 


> 


Inflation. Lastly, I feel that it 
will be difficult, if not impossible, to 
maintain a strengthened flow of in- 
vestment capital unless every effort 
is made to curb inflation in both its 
primary effect as a deterrent to sav- 
and its secondary effect as a 
premium paid to a spending-happy 
government which eats away both the 
investor’s return and his capital. 


ing 


If we cannot find a way to stop 


inflation permanently, it seems to me 
we should at least vary archaic rules 
on long-term mortgage security and 
permit the investor to add an infla- 
tion-equalizing equity interest (say 
5 to 10 per cent of the total ap- 
praised value) to his security interest 
or defeasible title which would accrue 
as soon as the ten or fifteen year term 
of the mortgage has ended, and the 
mortgage has been paid off. 

Such a clause, which would natu- 
rally require statutory authority, 
would give the investor a_ well-de- 
served share in the general rise in 
estate protect him 
the 
principal. 


values and 


dilution of his 


real 


from invested 


>> RENTAL HOUSING NEEDS: 
A 34-point program to help private 
enterprise meet the nation’s rental 
housing needs has evolved from an 
extraordinary two-day conference in 
Pittsburgh. It calls for two changes in 
federal law but “What we 
need to make Washington’s help ef- 
fective is not so much new legislation 
as a new attitude, a new helpfulness 
and a new understanding” .. . in 
Congress and administrative agencies. 


stresses : 


It calls primarily for more effective 
local action and leadership and more 
emphasis on cutting costs of land and 
construction. 


The Pittsburgh session was co-spon- 
sored by House & Home and the 
American Council to Improve Our 
Neighborhoods. Participants and ob- 


In closing this discussion of the 
real estate outlook for the coming 
decade, I feel impelled to express my 
personal thankfulness for the oppor- 
tunities before us to serve the investor 
and the public generally in realizing 
higher housing standards. I well re- 
call a time when estate 
right after nitroglycerine driving as 
a dangerous form of business activity 
and when many small and one big 
depression all but demolished our 
faith in the future. 

Today, we are getting set to reap 
the rewards of many years of hard 
which have 


real came 


work and—moderation 
set the stage for undreamed-of wealth 


and prosperity. 


servers were HHFA Administrator 
Albert M. Cole, Urban Renewal Com- 
missioner Richard L. Steiner, Re- 
developers William Zeckendorf and 
James H. Scheuer of New York, Presi- 
dent Richard K. Mellon of T. Mellon 
& Sons, President Frank L. Magee of 
Alcoa, President Fred C. Foy of Kop- 
pers Co., President David G. Hill of 
Pittsburgh Plate Glass Co. and Presi- 
dent Mark W. Cresap Jr. of Westing- 
house Electric. 

The Round Table made these two 
recommendations for changes in fed- 
eral legislation: 
>> Let FHA offer new equity financ- 
ing for commercial development as an 
inducement for low residential rents. 
“This is the only way low rent hous- 


(Continued on page 33, column 1) 
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HE Federal Reserve System car- 

ries out its trusteeship over the 
total supply of money and credit by 
regulating the availability and cost of 
commercial bank Through 
open market purchases and sales of 
Government securities, changes in re- 
discount rates and in reserve require- 
ments, the System expands and con- 
tracts commercial bank reserves in 
accordance with its judgment of the 
credit needs of a fluctuating economy. 
These operations have the most di- 
rect effect, of course, on the flow of 
bank credit and money; but through 
ensuing changes in interest rates and 
yields, influence the flow of funds in 
all financial sectors. Thus, while so- 
called “non-monetary intermediaries,” 
such as savings and_loan associations, 
savings banks and life insurance com- 
panies, are not directly regulated by 
the Federal Reserve, their market op- 
erations are clearly affected by System 
actions. 

Monetary policy is usually attuned 
closely to general business conditions. 
It is generally restrictive when infla- 
tionary pressures are threatening and 
expansive when deflationary forces 
are dominant. Monetary measures 
alone cannot control the forces of in- 
flation and deflation. They do tend, 
however, under conditions of inflation, 
to make mortgage funds, as well as 
funds for corporate and state and 
local government investments, more 
limited and costly; and under defla- 
tionary conditions to make such funds 
more readily available at reduced 
interest rates and on more favorable 
terms to borrowers. 

The actual allocation of the avail- 
able supply of funds within the money 
and capital markets is a function of 


reserves. 


24 THE MORTGAGE BANKER + July 1958 


private competitive forces, and not 
of central monetary policy. It is not 
now the objective, nor is it within the 
power, of the Federal Reserve Sys- 
tem to allocate credit to particular 
markets. Individual lenders and bor- 
rowers competing for loans and in- 
vestments determine in the end the 
types of credit flows and their uses. 
Because of special institutional ar- 
rangements which characterize mort- 
gage markets, however, the influence 
of monetary policy in this area is 
unique among capital markets. 

Owing mainly to the fact that a 
large sector of the residential mort- 
gage market is influenced by Federal 
statutory and administrative actions, 
lenders and borrowers have not been 
as free to compete as have partici- 
pants in other sectors of the capital 
market. In particular, the policy of 
maintaining fixed interest rates on 
FHA-insured and VA-guaranteed 
loans has interfered with the alloca- 
tive function of free market processes 
and has intensified the impact of 
monetary policy on the mortgage and 
real estate sector. 

During periods of capital market 
stringency, such as 1951-1953 and 
1956-1957, fixed interest rates on fed- 
erally underwritten contracts, in the 
face of rising yields on other loans 
and securities, place mortgage bor- 
rowers at a distinct disadvantage in 
competing for limited investor funds. 
During periods of capital market ease, 
on the other hand, such as 1953-55 
and 1958, when funds are ample and 
interest rates and yields on alterna- 
tive investments are declining, FHA 
and VA mortgage loans again become 
attractive to investors. 

Thus, alternate easing and tighten- 


ing of monetary policy and capital 
market conditions during the postwar 
years, have been accompanied by ex- 
aggerated swings in federally under- 
written mortgage flows. These shifts 
have coincided with the narrowing 
and increasing spread between fixed 
interest rates on federally underwrit- 
ten contracts and flexible yields on 
corporate and other bonds. The flow 
of conventional mortgage funds, on 
the other hand, has fluctuated within 
a narrow range, as lenders, at least, 
have been free to adjust interest rates 
and other terms in accordance with 
changes in financial markets. 

The question frequently arises of 
why, despite fixed maximum interest 
rates on FHA and VA loans, the tech- 
nique of paying discounts or premiums 
has not been effective over the years 
in adjusting yields on these mortgages 
to actual market conditions? Other 
capital market securities, bearing fixed 
contract rates of interest, typically 
trade at prices above or below par 
with resulting yield flexibility. The 
answer lies only partly in the Federal 
restrictions placed on discounts on 
FHA and VA loans, ranging from 
those of uncertain legality in earlier 
postwar years to the rigid controls in 
effect for a time in 1957 and 1958. 
Part of the answer lies in the unwill- 
ingness of lenders to accept large dis- 
counts on FHA and VA loans, in the 
face of widespread opinion that such 
practices are somehow immoral or un- 
savory, notwithstanding the facts of 
market forces. The full answer lies 
in a myriad of factors beyond the 
scope of these observations, but clearly 
Federal restrictions and moral pres- 
sures on mortgage lenders severely 
limit the effectiveness of discounts in 
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achieving yield flexibility on FHA 
and VA mortgages. 

The much greater stability of the 
market for conventional than for fed- 
erally underwritten mortgages in re- 
cent years of change in monetary 
policy is evident from the record. 
From 1952 when money was tight, 
and 1955, when it was easy, the an- 
nual net flow of funds into conven- 
tional home mortgages increased from 
$4.3 billion to $5.7 billion, a rise of 


about one-third. The subsequent de-- 


cline to $5.3 billion in 1957 when 
capital markets were again tight, rep- 
resented a drop of less than 9 percent. 

During these same years, the net 
flow of VA mortgage funds was ris- 
ing from a low of $1.4 billion to a 
peak of $5.3 billion, a nearly three- 
fold increase, and then dropping 
again to $2.3 billion, a decrease of 
well over one-half. Somewhere be- 
tween these two extremes was the 
shifting flow of FHA mortgage funds. 

Other basic forces are always at 
work modifying the influence of mone- 
tary policies in the mortgage and 
housing markets. One of the difficul- 
ties of living and working in the real 
world rather than in the world of text- 
book economics is that, in attempting 
to assess the influence of one set of 
forces “all other things cannot be 
held equal.” In our dynamic economy 
“other things” are always changing. 
Thus, not only monetary policy, but 
changes in the closely related area of 
fiscal policy, in markets for corporate 
and other securities, in flows of sav- 
ings to financial institutions, and in 
other market forces, have played a 
fundamental role in influencing the 
course of mortgage market develop- 
ments. Moreover, Federal policy ac- 


and reduce the swings in the mortgage market 
says economist in analysis of monetary policy 






More and more the feeling grows that, come what may and whatever 
the obstacles—real and imagined—FHA and VA rates must be 
freed from their present straight-jacket control. 

Mr. Klaman says that the policy of maintaining these fixed 
interest rates “has interfered with the allocative function of free 
market processes and has intensified the impact of monetary 
policy on the mortgage and real estate sector.” In periods of tight 
money, such as in 1957, mortgage borrowers were at a 

distinct disadvantage in competing for limited investor funds, 
particularly those seeking federally-underwritten mortgages. The 
conventional market, free to adjust interest rates and other terms 
in accordance with changes in financial markets, has been much 
more stable than the federally-underwritten sector. 

He suggests that the wide swings in the mortgage market could be 
reduced by permitting the “free interplay of market forces 

to set a price on Federal mortgage insurance and guarantee.” 
Consideration now of a flexible interest rate policy which 

would contribute to high level stability in housing and mortgage 
markets is what is needed. Mr. Klaman spoke at the annual 
Trustees Day of the Savings Banks Association of Massachusetts in 
Boston. Prior to joining the National Association of Mutual 
Savings Banks he was for 12 years on the staff of 

the Federal Reserve System in Washington. 


By SAUL B. KLAMAN 





Economist, National Association of 
Mutual Savings Banks 


tions in the area of housing finance, 
seldom coordinated with those of 
monetary authorities, have tended on 
occasion to limit as well as to increase 
the effectiveness of monetary meas- 
ures. Thus, the influence of changes 
in federal mortgage underwriting pro- 
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grams, in FNMA operations, in poli- 
cies of the Federal Home Loan Bank 
System, must be carefully weighed in 
appraising the effectiveness of mone- 
tary policy. 

While it is clearly hazardous to try 
to lend precision to the measure of 
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influence of monetary measures, there 
can be little doubt that the effective 
operation of a flexible monetary policy 
has been of fundamental import in 
mortgage market activities. This policy 
had its postwar birth with the Fed- 
eral Reserve-Treasury ‘‘accord’’ in 
March 1951. Prior to that date finan- 
cial institutions enjoyed nearly unlim- 
ited liquidity as a result of unusually 
large holdings of Treasury securities 
and Federal Reserve support of their 
Monetary policy was largely 
inoperative as investors were able to 


prices. 


liquidate Government bonds readily 
and without penalty to acquire higher 
yielding assets, and in particular, to 
build up depleted mortgage portfolios. 
Thus, all major types of savings in- 
stitutions steadily increased their share 
of capital market investments going 
into mortgages in the five years end- 
ing in 1950. That the same uniform- 
ity of behavior has not prevailed since 
early 1951 must be attributed in im- 
portant measure to the reactivation of 
a positive monetary policy. 

Che major 
reacted differently to monetary meas- 


types of lenders have 
ures, reflecting other basic and chang- 
ing conditions, in part peculiar to the 
type of financial institution. More- 
over, we find the same ‘types of insti- 
tutions reacting differently to similar 
actions taken on separate 
hus, notwithstanding the 


between 


monetary 
occasions. 
general tightening of credit 
1951 and 1953, and the accompany- 
ing marked reduction in the total net 
flow of VA mortgage funds, the mu- 
tual savings banks expanded their net 
VA mortgage investments by two-fold 
As a result, the participation of sav- 
VA markets 


increased from less than 10 per cent 


ings banks in mortgage 
in 1951 to more than 50 per cent in 
1953. This unusually large share has 
since been reduced, but savings banks 
have continued to be the largest VA 
mortgage investor through periods of 
both credit stringency and ease 

In contrast to the accelerated ac- 
tivity of savings banks in VA mort- 
gage markets despite credit stringency, 
their 
home 
1953 


conventional 
1951 and 


reduced. 


investments in 
between 

markedly 
During this same period, the total net 


mortgages 
were being 


flow of conventional home mortgage 
funds from all sources was nearly 
doubling. 

Another way of saying these things 


is that during the 1951-53 period of 
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credit tightening, savings banks were 
reacting in a completely opposite man- 
ner from life insurance companies and 
commercial banks. Both of these 
groups were curtailing their VA mort- 
gage flows and expanding their con- 
ventional mortgage flows. Savings and 
loan associations were also increasing 
their conventional home mortgage 
lending in this period, but these in- 
stitutions were expanding their VA 
loan activity as well. 

Now, how did the main types of 
financial institutions react to monetary 
stringency in 1956-57? This time all 
investors, savings banks and savings 
and loan associations, as well as life 
insurance companies and commercial 
banks, sharply curtailed their VA 
mortgage activity. Conventional mort- 
gage flows from these lenders declined 
by relatively small amounts. 
the intervening 
monetary 


1953-55 


and capital 


During 
period of 
market ease, the greatest expansion 


in mortgage funds from all types 
of financial institutions occurred in 
the VA mortgage market. In pe- 


riods of both ease and stringency, 
the timing and degree of change in 
mortgage considerably 
among investors. The response of life 


flows varied 
insurance companies, for example, was 
much stronger and involved a longer 
time lag behind changes in monetary 
than did other 
types of financial institutions. This is 


policy responses of 


a reflection both of the wider capital 


market investment opportunities avail- 
able to life companies and the greater 
influence of the mortgage commitment 
process on their operations. In the 
savings banking industry, there is 
much less uniformity of operations, 
with some banks preferring to operate 
under a system of advance mortgage 
commitments, and others preferring to 
purchase on a spot basis in the open 
market. 

What explanation can be offered 
for the uniqueness of the savings 
banks’ action in aggressively seeking 
VA loans in the 1951-53 period of 
credit stringency, then reducing this 
type of activity by one-half in 1957 
under similar credit conditions. The 
action of savings banks in Massachu- 
setts in this respect was similar to 
that elsewhere, except that the 1951- 
53 expansion was much smaller, and 
the 1956-57 contraction was much 
greater relative to all savings banks. 
The answer to these actions lies in 
large part, I believe, in the consider- 
ably different legal and portfolio situ- 
ation which existed for savings banks 
in the two periods. 

In 1951, most savings banks had 
only recently acquired the right to 
lend beyond state boundaries, many 
of the larger banks had more funds 
available for investment than could be 
absorbed in local markets, and effec- 
tive yields on VA loans after discounts 
in many out-of-state areas were favor- 
able compared with local investments 
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available in the capital surplus areas 
of the East. By 1956-1957, on the 
other hand, credit stringency found 
many savings banks with mortgage 
portfolios at close-to-desired levels, 
discount regulations on federally un- 
derwritten loans increasingly restric- 
tive, and the amount of discount re- 
quired to compete with yields on other 
securities increasingly large, especially 
in view of unusually attractive cor- 
porate security yields. 

In retrospect, I think we can agree 
that among the most significant de- 
velopments influencing postwar mort- 
age operations of savings banks was 
he amending of state statutes to per- 
mit the acquisition of out-of-state 
federally underwritten mortgages. 
Prior to this legislation, savings banks 
had been reducing steadily their rela- 
tive participation in mortgage markets. 
In the subsequent years, they have 
become important national mortgage 
lenders—gaining and holding leader- 
ship, in fact, in the VA mortgage 
market, as previously noted—in addi- 
tion to their traditional and still sig- 
nificant role as local lenders. 

Unless fundamental changes occur 
in the interest rate policy on federally 
aided mortgages, these investments 
may be expected to continue to be 
particularly vulnerable to changes in 
monetary policy and in the general 
financial climate. And because the 
savings banks have such a large pro- 
portion of their total mortgage port- 
folio in FHA and VA loans—three- 
fifths, as compared with two-fifths for 
life insurance companies, one-third 
for commercial banks, and little more 
than one-fifth for savings and loan 
associations — their overall mortgage 
operations may be particularly af- 
fected by changes in monetary policy 
as well as by unpredictable Federal 
statutory and administrative changes. 

There are, of course, variations in 
portfolio composition among the sav- 
ings bank states, let alone the indi- 
vidual savings banks. In Massa- 
chusetts, the percentage of federally 
underwritten loans is 45, somewhat 
lower than for all savings banks, and 
if Boston banks are eliminated, the 
percentage drops to about 40, still 
higher than the average for most other 
types of financial institutions. The 
safety added to savings bank mort- 
gage portfolios by the high percent- 
age of federally underwritten mort- 
gage loans js, of course, comforting. 


t 


It should be recognized, however, that 
to the extent that this portfolio com- 
position reflects current lending policy 
of the industry as a whole, it will be 
more sensitive to changes in monetary 
actions than that of mortgage lenders 
more actively engaged in conventional 
loan markets. Savings banks continue 
to be limited in their conventional 
mortgage lending activities to the 17 
states in which they are located or to 
adjacent states, while savings and 
loan associations are widely dispersed 
throughout the country, including the 
faster growing areas, and life in- 
surance companies can generally make 
conventional loans anywhere in the 
United States. 

For the future, potential changes in 
conventional loan arrangements may 
have an important influence on mort- 
gage markets. Loan-to-value ratios of 
90 per cent and extended maturities 
are already in effect in New York 
State for savings institutions under cer- 
tain conditions. Some form of mort- 
gage insurance for conventional loans 
with flexible interest rates, probably 
under Federal sponsorship, may not 
be far off. The efforts of savings and 


* loan associations in this direction have 


been receiving consideration in Wash- 
ington. All of this may mean im- 
portant shifts in the structure of mort- 
gage markets and in lender portfolio 
composition, with resulting changes in 
responses to monetary policy actions. 

Meanwhile, overall 1958 mortgage 
market developments have followed a 
traditional pattern in a setting of 
monetary ease, reenforced by emer- 
gency housing legislation. As the bus- 
iness recession deepened, the Federal 
Reserve reversed its earlier policy and 
moved vigorously, beginning in No- 
vember 1957, to establish a credit 
environment conducive to business re- 
covery. It has acted on four occa- 
sions to reduce the rediscount rate 
and lower bank reserve requirements, 
and through its open market opera- 
tions has expanded the base of com- 
mercial bank credit generally. There 
has been a resulting precipitous drop 
in short term yields which has carried 
over into the long end of the market, 
as investors receiving a greater inflow 
of savings than anticipated, have been 
actively competing for a limited sup- 
ply of corporate bonds and mortgages. 

In this setting, federally underwrit- 
ten mortgages have once again be- 
come attractive investments, the more 


so in view of the recent elimination 
of Federal controls on the amount of 
permitted discounts and the statutory 
increase to 434 per cent in the con- 
tract rate of interest on VA mort- 
gages. Some life insurance companies, 
however, have not yet been attracted 
to the VA market, because of previ- 
ously built-up portfolios, and because 
discounts necessary to bring yields into 
competitive range are larger than they 
feel can be justified from a public 
relations viewpoint. Discounts re- 
quired to bring yields on FHA mort- 
gages into competitive range with 
other investments have declined 
throughout the country, and in some 
areas have disappeared. In Boston, 
the Boston Five Cents Savings Bank 
has ignored traditional market prac- 
tice and is making FHA loans to 
borrowers at half a percentage point 
below the current administrative rate 
of 5% per cent, rather than go to 
premiums. WVA-guaranteed loans in 
this city are now being made at par 
or one point above par. The metro- 
politan Boston area is, of course, 
unique in its mortgage practices, as 
well as in other respects, and the 
current market situation here is hardly 
representative of other parts of the 
country, nor even in other parts of 
Massachusetts. 

Nonetheless, it is clear that there 
has been a turnaround in mortgage 
markets lagging customarily by several 
months behind the shift to monetary 
ease. Commitments from life insur- 
ance companies and savings banks 
have risen rapidly from low 1957 
levels. Pension funds are becoming 
actively interested in FHA and VA 
loans after years of indifferences. Pur- 
chases of completed mortgages, espe- 
cially from FNMA’s portfolio, have 
increased considerably. Moreover, 
competition for mortgages may in- 
crease if the inflow of savings con- 
tinues large, and the volume of new 
corporate security issues declines as is 
widely expected. Thus, contract in- 
terest rates on conventional mortgages 
are likely to decline further and prices 
for federally aided loans may rise 
somewhat. In this kind of competitive 
situation, it is especially important 
that savings bankers and other in- 
vestors guard against a possible de- 
terioration in loan quality. 

All in all, unless residential con- 
struction and purchases fail to live up 

(Continued on page 29, column 2) 
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“Cet’s Look at the Record” 


By MARTIN C. BROOKS 


Director, Mortgage Loan Branch 


State Mutual Life Assurance Company of America 


LTHOUGH I have lived for 
A many years in New England, the 
greater part of my early years were 
spent in New York City. 
one in New York agreed with Gov- 
ernor Al Smith in 


everyone respected him. 


Not every- 


those days, but 
His favorite 
expression, spoken from the corner 
inimitable 
“Let’s look at the record,” 

and that phrase has remained with 
me ever since 

When MBA President John C. Hall 
called Birmingham and 
asked State Mu- 
tual’s investor-correspondent relation- 
ship, I was reminded of Al Smith’s 
a “look at the rec- 


tell 


better 


of his mouth in his own 


sty le, was 


me from 


me to write about 


words. I believe 


ord” would 
the 
than 


narrative. 


story 
any flowery 

Thirty years ago 
State Mutual had 
21 correspondents, 
and a grand total 
of $50,000,000 in 
mortgage loans. 
1928 we 
made what was then a remarkably big 
loan in Cleveland. It was for $350,- 
000. Incidentally, that loan remained 
on the books until about a year ago. 
Of our 21 correspondents, one was a 
title company, ten were banks, and 





Martin C. Brooks 


During 


ten were firms that would be called 
mortgage bankers today. 
Let’s see what has happened since 


Al Smith’s time. Of the ten banks 
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that then, only one 
does so today. But of the ten mort- 
gage bankers, six are still servicing 
loans for us and, in one company we 
are now doing business with the third 
generation. Tradition enters our rela- 
tively short history! 

At the recent dedication of our new 
office in 
spondent was present who had at- 
tended similar ceremonies at the time 
we completed the annex to our old 
building in 1929. 

When you consider that the past 30 
years have included a major depres- 
sion, a World War, and several other 
disturbing eruptions, this is a remark- 
able record of lasting relationships. 

Now let’s consider the part the 
mortgage loan organization has played 
in the post-war investment picture of 
State Mutual. 

At the end of World War II we 
were firmly convinced that the inter- 
est rate structure was artificially low. 
We expected a readjustment. Fifty- 
seven per cent of our assets were in- 


represented us 


home Worcester a _ corre- 


vestments with a maturity in excess 
of 20 years, and our mortgage in- 
vestments stood at $70,000,000—rep- 
resenting only 24 per cent of the 
Company’s assets. 

We realized that if our premise 
were correct we would have to trans- 
fer a major part of our long term in- 
vestments into short term holdings. 
Mortgages were ideal media to meet 
this problem, as they are for us essen- 


tially a short term investment. Other 


available forms of short term invest- 
ments were equipment trusts and loans 
to smaller industrial concerns. How- 
ever, mortgages generally offered bet- 
ter interest rates for our Company. 

How our correspondent organiza- 
tion responded to this need is amply 
demonstrated by the fact that when 
the readjustment occurred and inter- 
est rates returned to a more normal 
level, we had only 20 per cent of our 
assets remaining in long dated invest- 
ments. State Mutual’s mortgage port- 
folio had grown to $271,000,000—45 
per cent of its assets! 

During this period mistakes were 
made, two of which were the 
premiums and discounts were han- 
dled. Due to inflexible mortgage rates, 
we sometimes paid premiums for loans 
which the correspondent in turn paid 
to builders to get the loans. That was 
not good business. Subsequently, we 
had quite a period when inflexible 
mortgage rates created deep discounts. 
This also was not good, and I am 
glad to say that many life insurance 
companies were reluctant to purchase 
loans at these deep discounts. 

Today the State Mutual corre- 
spondent organization has more than 
doubled in number since 1928. Dur- 
ing this expansion we had a choice of 
two courses to follow: establishing 
branch offices or the correspondent 
system and we chose to go along the 
road with the mortgage correspond- 
ent. We are convinced that a prop- 
erly set up mortgage correspondent is 


way 











the best organization for us through 
which to conduct a nation-wide mort- 
cage business. We believe it has for 
us distinct advantages in the origina- 
tion of loans, servicing of loans and 
economy of operation. We have not 
forgotten the contribution made by 
our correspondents to our post-war 
investment effort. We have taken a 
look at the record and found it good. 

The flexibility which we believe is 
inherent in the correspondent system 
must not be lost if the system is to 
continue. It must, as against any other 
type of organization, be able to pro- 
duce better loans, service loans better, 
be competitive as to costs, and alert 
to changing conditions. We do not 
know what the future holds in store 
for us, but we do know that we can 
and will work together effectively. 

We are very proud of the men and 
the companies who handle our mort- 
We want them to succeed 
for their success is our success. We 
want them to be outstanding in their 
community, for they are our repre- 
sentatives. Our name is better known 
in their community because of their 
efforts. 

We are also very proud of our 


gage loans. 


Company’s reputation and its 114-year 


“heritage of integrity.” Our corre- 
spondents are an integral part of that 
reputation. 
END FIXED RATES 
(Continued from page 27) 
to present prospects and the supply of 


mortgages becomes more limited, the 
flow of mortgage funds from all major 
types of financial institutions may be 
expected to rise appreciably this year 
over last. Partly because of lags in 
actual mortgage flows behind commit- 
ments and housing starts, I would 
expect mortgage lending to be even 
larger in 1959 than in 1958. 

If this pattern is, indeed, realized 
then will once again be on the 
upswing of the roller coaster path 
typically traced by FHA and VA mort- 
gage flows. This path is hardly the 
road to high level stability in hous- 
ing and mortgage markets. For as 
soon as business conditions change- 
as they surely will—and borrower de- 
mands increase, credit becomes less 
readily available, and monetary policy 
is directed against inflationary pres- 
sures, then the impact on the feder- 
ally underwritten mortgage sector will 
again be substantially greater than on 
other sectors of the capital market. A 
basic step towards reducing swings in 
this important area of the capital 
market, and of the economy as a 
whole, would be to permit the free 
interplay of market forces to set a 
price on Federal mortgage insurance 
and guarantee. To be sure, this step 
seems less urgent now that competitive 
yields have been reduced to the point 
where FHA and VA mortgages are 
once again attractive. 


we 


American families now own an es- 
timated 270,000,000 life insurance 








1933 





The Officers and Directors 


United Service and Research, Inc. 


on its twenty-fifth anniversary 
proudly announce that the corporate name 
has been changed to 
Schumacher Mortgage Company, Inc. 


in honor of its founder 


the late va D. Schumacher 


1958 

















policies—an average of five per fam- 
ily. This represents an increase of 
about 50,000,000 in the past five years. 

Insured pension plans now number 
23,640, a rise of 70 per cent from the 
13,990 of five years ago. Today’s plans 
cover 4,860,000 persons. 

e 6+9 

If the present highway toll contin- 
ues, life insurance companies will pay 
out death benefits of $120,000,000 in 
1958 for motor vehicle fatalities. This 
would be some $45,000,000 more than 
five years ago. 


HOUSING 
ANNUAL 
OF 1958 


Here is why 80,000 alert, in- 
formed readers have  pur- 
chased this fabulous 170 page 
reference manual: 


© 50 Pages of market tested, best 
selling home designs, including 
floor plans and elevations. 


© Six Pages of postpaid postcards, 
already addressed for latest in- 
formation on lines of all leading 
home manufacturers. 


® Only $1 postpaid! 


® Latest Information on 1958 home 
financing. 


© Expert Opinions on Housing Out- 
look—1958! 


* Complete Listing of every Prefab 
Home Manufacturer, compo- 
nent parts, in U.S. and Canada, 
plus listing of states in which 
products are marketed! 


* Ready-to-use Reference Manual. 


© Only $1 postpaid! 


Clip and mail with cash or check today! 





copies of HOUSING ANNUAL 1958 at $1 eoch 








HOUSING ANNUAL, 
1117 Barr Building 
Washington 6, D.C. 
Enclosed is $ 

St. Address 

City, State 
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WE’RE GETTING LETTERS AND LETTERS... 













. about this year’s big MBA Convention at the Conrad Hilton 


Hotel in Chicago November 3 to 6. Most of them contain advance 
registrations ($25 for members and $15 for wives) and others 

are confirmations of hotel reservations. Have you made your 

plans, got your hotel reservation, registered in advance’? If not, 
get them in the mail now before the summer interlude begins. 
MBA’s 45th annual Convention will top them all. 


You can’t afford to miss it. 
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ACCOMPLISHMENTS OF A HIGH ORDER 


ITHIN the next several weeks the so-called 

“regular” housing bill will be discussed, de- 
bated, changed and revised and out of the process 
will come something which will go on the books 
as the housing legislation of 1958. The Senate 
Banking and Currency Committee has just acted, 
as these observations are being noted, and what 
has been reported out represents still another step 
in the socialization of housing. That is a story to 
be told later as developments occur. What is par- 
ticularly interesting to the mortgage industry at 
this moment is that the Senate 
bill will not include the pro- 
posal which, in the opinion of 
most people, would have 
greatly changed the character 
of the business as we know it. 
This was the proposal to in- 
sure 90 per cent of the top 20 
per cent of loans amounting 





to not more than 90 per cent 


John C. Hall 


of value—that is, provided 
they were made by members of the Federal Home 
Loan Bank System and only these lenders. A new 
corporation was to be set up for this new type of 
lending and, as was generally agreed, lenders other 
than savings and loans would have been adversely 


affected had it become law. 


While it was reported favorably by the Senate 
Banking and Currency housing sub-committee, the 
full Banking committee rejected it. It appears 
dead for this session but there is just a chance 
that the House Banking and Currency Committee 
may pick it up. In any event, our MBA Legislative 
Committee, headed by Robert Tharpe of Atlanta, 
aided by many members throughout the Associa- 
tion, did a magnificent job in explaining and in- 
terpreting the significance of this unwise proposal 
and what might be expected of it. Their work, in 
the hearings and elsewhere, was an excellent ex- 
ample of a Committee at Work—hard at work, 
doing a conscientious job in meeting a challenging 


situation. 


In the past few months I have used this page 


to recite some of the accomplishments of the vari- 
ous MBA committees this year and what the Legis- 
lative Committee recently did seems to be a par- 
ticularly outstanding example of high performance. 
Our Research Committee, headed this year by 
Samuel C. Ennis of Hammond, Ind., is another 
group that deserves high commendation. This year 
it set out to make a broad investigation of areas in 
which scientific research is needed to benefit the 
mortgage industry. Almost fifty proposals were 
examined, practically all of which merited careful 
consideration. Five have been singled out for re- 
search projects: 1. The single audit; 2. Single in- 
terest hazard insurance for mortgage investors: 
3. The question of management succession; 4. 
Compilation of a glossary of terms and phrases 
used in mortgage lending and investing; 5. A study 
of branch office operation. Each one of these is 
a challenge—they all represent things that would 
either be beneficial to have or areas of our busi- 


ness where the facts are few or little known. 


Another vitally important MBA group is our 
Insurance Committee, headed this year by Howard 
E. Green of Chicago. It is an alert, conscientious 
group with an important assignment but not all of 
the excellent work which it does is fully appre- 
ciated. And, too, many of the problems which 
confront it can only be solved at the state level 
where our advice and counsel are sought but 
where, in the end, it is the members in that par- 
ticular state who do the work. The Insurance 
Committee deserves our thanks. And, to repeat, 
so do all the other Committees which have 
worked so well this year. As MBA grows, more 
and more work must, of necessity, be done in 
committee. It’s the history of all organizations. 
It is working well within MBA. 


4s 4 


PRESIDENT 
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Serteing “Tipe from the “lop 


A monthly department about Mortgage Loan Servicing conducted by W. W. Dwire, 
Vice President, Citizens Mortgage Corp., Detroit, and member, Mortgage Servicing Committee 











How to Reduce Your Volume of Late Direct Payments to 
Notices with Good Results 


By RAYMOND L. DAVIS, JR. 


Treasurer, Murphree Mortgage Co., Nashville 


IKE most companies, our firm 
sends two late notices—one on 
the tenth of the month and one on the 


fifteenth. 
that the first notices were going to 


A recent analysis disclosed 


approximately 20 per cent of our total 
mortgagors. It was further discovered 
that 15 per cent of these mortgagors 
always made their payments so as to 
later than the 
twelfth of each month indicating that 
these people apparently made their 
mortgage checks out on or about the 
tenth of the month, at the same time 
they paid their bills. Their 
payments and our late notices crossed 


reach our office no 


other 


in the mails. 

Che records pertaining to this group 
were pulled and marked excellent. A 
letter was then sent to each of these 
mortgagors explaining that our rec- 
ords disclosed they had never failed to 
make a payment after the twelfth day 


of the month, that we had marked 


our records “excellent” and effective 
immediately were discontinuing send- 
ing to them the tenth of the month 
notice. 

Their response to this action was 
overwhelming. We received numerous 
phone calls and letters from these 
people stating that they appreciated 
our discontinuance of the sending of 
this notice and that, in return for our 
recognition, effort would be 
made on their part to live up to our 
excellent rating. As a further result 


every 


of their appreciation, we have ob- 
tained new business that we feel sure 
would not have been obtained other- 
wise. Furthermore, our mailing costs 
have been reduced as has the burden 
of sending notices. Also, since the ini- 
tiation of this procedure, not one 
among this group of mortgagors has 
been late because of a failure to re- 


ceive a notice. 


Reduce Your Year End Mailings with 
a Savings in Cost to You 


By JAMES I. MeFAUL 


Controller, McMillan Mortgage Company, Los Angeles 


I' YOU are using punch card pay- 


ment coupon books, here is an 
idea that will save you money and, at 
the same time, provide a certain con- 
venience to your mortgagors. 
Include with your book of payment 
coupons a statement of the results of 
the escrow audit in those cases where 
a shortage exists. This statement will 
represent an invoice for the amount 
of the deficit. Also include the yea 
end statement containing the infor- 
mation provided your mortgagors for 
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tax purposes and other information. 
As a further to your 


convenience 


Custodial Bank 


By A. A. JOHNSON 


Vice President, Colonial Mortgage 
Service Company, Upper Darby, Pa. 
PLAN to accelerate the deposit- 
ing of mail receipts of monthly 
payments and to eliminate certain 
details, was inaugurated at Colonial 
Mortgage Service Company two years 
ago which has proved to be success- 
ful. Colonial was among the first to 
adapt into mortgage servicing an es- 
tablished practice followed by some 
manufacturers and insurance compa- 
nies. 

The plan calls for payees to address 
the servicer through the use of a post 
office box number. The contents of 
the box are delivered directly to serv- 
icer’s bank which in turn endorses and 
deposits all receipts and transmits ac- 
companying coupons to the servicer 
for the processing of payments re- 
ceived. 

Through the system, the volume of 
incoming mail at the servicer’s office 
has been greatly reduced and the 
funds deposited at an earlier date. 
It has eliminated the endorsement of 
many checks and the preparation of 
deposit tickets. Besides reducing cer- 
tain costs, the servicer has tighter con- 
trols on monthly payments received. 
mortgagors, one of the inside covers 
of the coupon book can be printed in 
ledger form to provide a convenient 
means for maintaining a record of 
their payments. 





This is a new department of Tue Morrcace BANKER planned for 
As its title indicates, it is aimed at 
passing along cost-saving suggestions in servicing. The contributions 
will describe the idea but if more detailed information is desired it 
can be secured by writing to James G. Wasson, Director of Servicing 
Mortgage Bankers Association of America, 111 West 
And if you have some suggestions for 
publication here, Mr. Dwire will welcome them. 


regular monthly publication. 


and Accounting 


Ss. * 


Washington St., Chicago 2. 




















You Can Use Your Clearing Account 
for Making Disbursements 
By R. B. DENEWETH 


Assistant Secretary, Citizens Mortgage Corporation, Detroit 


OST mortgage companies are 
using a clearing account for the 
daily deposit of total mortgage pay- 
ments and then have their custodian 
bank simultaneously transfer these 
total deposits to the various custodial 
accounts by a transfer summary au- 
thorization or other acceptable au- 
thority. 
This same procedure working in re- 
verse will save substantially on the 
number of checks written during the 


period of a year. Instead of drawing 
separate checks to each payee covering 
disbursements from each custodial ac- 
count, prepare one check on your 
clearing account to each payee for the 
total of all items and then by sum- 
mary authorization instruct your cus- 
todian bank to charge the various cus- 
todial accounts in the appropriate 
amounts and credit the total proceeds 
to your clearing account against which 
the disbursement is made. 





RENTAL HOUSING NEEDS 
(Continued from page 23) 


ing can be subsidized at no cost to 
the taxpayers,” says the Round Table. 
“It subsidizes low rents for housing, 
not out of taxes, but out of by-prod- 
uct commercial profits and land value 
appreciation. If a new rental housing 
area is so planned that the residential 
developers can be reasonably sure of 
retaining by-product commercial prof- 
its, they could often make so much 
money on the commercial that they 
could well afford to break-even on the 
residential (just as many builders sell 
their houses close to cost in order to 
cash in on the by-product commercial 
increment). Such a tie-in is already 
authorized by both Sec. 207 and Secs. 
220 and 221 (which cover FHA rental 
and urban renewal units), but a hous- 
ing act amendment is probably needed 
to make this provision broad enough 
to support minimum residential rents 
out of the commercial and industrial 
land value increment that big hous- 
ing development or redevelopment 
generates.” 

>> Give real estate investment trusts 
the same conduit treatment which now 
exempts all other security investment 
trusts from federal corporation taxes. 
This would help attack risk capital 
which is needed in “abundance” if the 
nation is to get “any large volume of 
good moderate rental housing. With- 
out this conduit treatment the real es- 
tate trust must earn more than 16 per 
cent if it is to yield 8 per cent to its 
beneficiaries”—a fact which channels 


risk capital heavily into construction 
of luxury rent units. 

Financing is the overriding problem 
of rental housing, the conference con- 
cluded, and financing moderate rental 
projects means mortgages backed by 
FHA insurance because “without FHA 
insurance, state laws make it illegal 
to finance rental construction with big 
mortgages (at least 90 per cent of 
value) and small equities (not over 
10 per cent). Without big mortgages 
the high cost of equity money (15 per 
cent or more today) would price 
rental housing out of too much of 
the market.” 

The Round Table recommended 
these other ways the federal govern- 
ment could help: 


>> FHA should change its attitude 
toward rental construction. Rental 
housing could be made to work if 
FHA “would promote its rental hous- 
ing programs, streamline its proce- 
dures and accept the risks it is paid 
to accept. Instead of assuming risks 
and spreading them, it has often been 
so cautious and given such low ap- 
praisals that many builders have found 
they could get bigger mortgages if 
they steered clear of FHA.” 

>> Congress should take a new atti- 
tude towards FHA. “FHA is under- 
staffed and underpaid. Congress will 
not let FHA spend enough of its own 
business income to do its job right. 
And Congress will not let FHA raise 
its salary scale high to hold or attract 
the high grade appraisal talent FHA 


needs.” Ever since the windfall scan- 


dals of 1954, FHA’s rental housing 
operations have been “demoralized.” 
The reason is that “the purge taught 
FHA directors the hard way that it is 
safer to say no and taught FHA ap- 
praisers the hard way that it is safer 
to underappraise. Neither the 
Republican Administration nor the 
Democratic Congress seems willing to 
recognize FHA as a self-supporting 
operation, well paid to spread and 
insure reasonable risks and so make 
loans safe collectively that might in- 
volve too great an exposure singly.” 
>> Washington needs to take a new 
attitude toward small equity mortgage 
loans. “The nearer we can safely get 
to 100 per cent mortgages, the more 
rental housing will be built, the less 
high yield equity money will be 
needed and the lower rents can be 
profitably set. No matter how high the 
loan-to-value ratio allowed, today’s 
builder has no chance of a windfall 
profit, for the cost certification re- 
quired since the 608 probe makes 
mortgaging out impossible.” 

>> There must be a new attitude 
toward the builder. Builders cannot 
be expected to wait ten years for their 
profit. “To stay in business and con- 
tinue building, the builder needs to 
get his money out of each project 
fast. Until he does, he cannot use 
his capital to start another job. There 
is no good reason why a builder 
should wait for his profit on a rental 
housing project any longer than he 
waits for his profit on a for-sale hous- 
ing project,” says the Round Table. 
>> A new attitude is needed toward 
trading-up. “We could meet Ameri- 
ca’s rental housing needs a lot faster 
and better if Congress would accept 
the simple and obvious truth that low 
income families can seldom afford 
new homes any more than they can 
afford new cars; that an active market 
for used homes is as important to the 
new house market as an active used 
car market is to the new car market; 
and low income families can get a 
lot more for their money in a used 
home than in a stripped-down new 
one which has most of the new house 
advantages stripped out to get the 
price down. 

“In a million-house year only two 
U. S. families in 100 can expect to 
move into a new home. Why is there 
so much agitation, in Congress and 

(Continued on page 34) 
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RENTAL HOUSING NEEDS 


(Continued from page 33) 


out, to build these two new units for 
people who cannot afford them in- 
stead of for people who can?” 

>> FHA should rewrite its property 
housing. They 
should provide much more storage, 
much more thermal insulation, more 


standards on rental 


adequate wiring, better noise insula- 
FHA 
standards to 
at least equal public housing muini- 
and should 


provision for private indoor-outdoor 


tion and more sound privacy. 


should raise room size 


mums encourage some 
living. 
“Don’t 
the 
Table, as it 


Washington to do 
the Round 
other 
which should be taken locally: 


expect 
whole job,” warns 


lists these steps 


1. Don’t look for any quick and 


easy answer. “There is no panacea.” 
2. Find out first how much new 
rental housing is needed, how much 


old can be salvaged. 


}. Try to cut land and construc- 


tion costs by at least 20 per cent to 
make 


the rents lower. This will re- 


quire “bold action to control land 
costs.” 
“Unless you hold your land costs 


down there is not much use cutting 
the costs of construction, for most of 


these construction cost cuts would 
not be translated into lower rents; 
they would just be capitalized in 


higher land prices.” 

+. Realize new rental housing alone 
will not cure slums. Over-crowding, 
segregation, disease and bad neighbor- 
hood layout must be tackled simulta- 


neously. “You cannot cure slums 
without doing something about ig- 
norance and slum mentality. You 


cannot cure slums without raising the 
low living standards with which too 
many slum dwellers, for lack of edu- 
cation, seem satisfied. Unless you 
solve these social problems, all the 
money you spend to re-house slum 
dwellers in new rental units will just 
replace old slums with new. 

5. New construction alone will not 
solve the rental housing problem. 

6. Much can be done to ease the 
problem through rehabilitation of run- 
down rental units. “There is too much 
loose talk about building good homes 
new families. With 
today’s wages, today’s land prices, 
today’s materials, today’s techniques, 


for low income 
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and today’s codes, it can’t be done 
without big subsidies—any more than 
the auto industry can build new cars 
cheap enough to fit the purses of 
the lower income market.” 

7. A lot more rental housing will 
be built faster if it is made profitable 
for a lot of small operators to build 
a lot of small projects rather than 
putting all the emphasis on big proj- 
ects. 

8. Avoid shooting for “impossibly 
” in new units. Most renters 
can afford to pay quite a bit more 
rent if better housing were available 
for them and if they wanted a better 
much as they other 


low rents 


home as want 
things. 

9. No cost-cutting program should 
be pushed so far that it cuts the 
quality of a project. A cheap unit 
may help one poor family move out 
slum where a moderate rental 
unit may enable a half a dozen fami- 
lies each to make a jump to a better 
home—as in a game of musical chairs. 

10. The demand for rental hous- 
ing will be changing in the next 20 
and this be taken into 
account in today’s planning. The need 
of family-size units for white families 


of a 


years must 


is decreasing while it is increasing for 
In the next 20 years 
there will be more housing demand 


Negro families. 


from single persons, aged and young 
couples. 

11. “The first aim of rental hous- 
ing should be to re-create a housing 
climate where the profit motive can 
work” and it works poorly “when 
bad housing pays so much better than 
good.” 

12. Every city’s “first need” is a 
good city plan and a good regional 
plan—plus the courage and determi- 
nation to carry it out. Only then can 
a city be made more livable and more 
families persuaded to stay in the city 
as renters. 

13. 
men should provide some of the equity 
money for rental housing. They will 
be paid off in two ways: once in 
direct dollars and again in community 
growth and prosperity. 

14. A workable policy for minority 
housing must be found before there 
will be any sound and lasting solution 
to a rental housing problem. And 
this involves finding some way to 
make better homes available to Ne- 
groes with a high standard of income 
and education. 


Local businesses and business- 





15. The actual need for rental 
housing can be cut and should be cut 
through more cooperative and low- 
equity ownership. Four reasons: a) 
nearly four out of five U. S. families 
prefer to own a home rather than 
rent; b) renting costs more than own- 
ing; c) ownership solves the equity 
money problem and d) federal hous- 
ing policy makes owning a home as 
easy as renting. 

16. Tax assessors should be per- 
suaded not to overassess rental prop- 
erty. 


Biggest Year Yet 
For Life Companies 


The gain in total life insurance 
owned by American families with the 
American and Canadian life insurance 
companies in the first half of the year 
will probably be the largest on record 
for any comparable period, the Insti- 
tute of Life Insurance reports. It is 
estimated that the total in force was 
in excess of $480,000,000,000 
June 30. 

Such an attainment would carry 
life insurance ownership per family 
through the life insurance companies 
to more than $9,000—three times that 
of only 15 years ago. Eliminating 
those not owning any life insurance, 
the average per insured family would 
probably be in excess of $11,000. And 
this is on the basis of a record number 
of policyholders. 

Purchases of new life insurance also 
appear to be setting a new peak in 
the first half of 1958. Preliminary 
indications are that they will be in 
the neighborhood of $33,000,000,000, 


in the first six months. 


on 


Contributing to the larger volume 
this year is the greater average size 
of ordinary insurance policy bought. 
Policies of this type, which account 
for two-thirds of aggregate life insur- 
ance currently bought, this year are 
averaging over $5,500. This is one- 
tenth larger than the average a year 
ago and almost one-third larger than 
the average two years ago. 

Payments to American policyholders 
and beneficiaries will also reach a new 
peak this year. In the first six months, 
these payments will reach nearly 
$3,700,000,000, up about $400,000,- 
000 over a year ago. Death benefits 
alone are estimated at over $1,500,- 

(Continued page 40, column 2) 
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Stability on the Farm 


Just as the agricultural sector of the U. S. economy has shown 
more stability than the industrial area during the recession 

and the immediate period before it began, farm lending too 
has not been subject to quite the same drastic changes 

which have affected urban lending. Farm loans, it is true, 
declined substantially last year but this field of credit 

reflected a certain stability not seen elsewhere. 


HE $2,254 million in farm mort- 
path recorded in 1957 was about 
6 per cent less than that for each of 
the two previous years. Aside from 
these two years, it was the largest 
amount in any year since 1923. The 
number of farm mortgages recorded 
was down about 5 per cent from the 
previous year. It was less than in any 
year since 1944. 

These figures are based on estimates 
of farm mortgage recordings, includ- 
ing purchase money mortgages, for 
all lender groups except the Federal 
land banks for which loans closed as 
officially reported, excluding purchase 
money mortgages, are used. The esti- 
mates are made currently by the Fed- 
eral land banks from reports of farm 
mortgages recorded in a substantial 
number of counties in each Farm 
Credit district. 

Both the amount and number of 
farm mortgages of Federal land banks, 
banks, and insurance companies de- 
clined in 1957. The amount of loans 
made by the Federal land banks de- 
clined 23 per cent and the number 
24 per cent. Estimated recordings for 
insurance companies were down 21 
per cent in amount and 25 per cent 
in number and banks had 5 per cent 
less in amount and 3 per cent less in 
number of recordings. 

The number of farm mortgages 
recorded by individuals was about the 
same as in the previous year but the 
amount increased 8 per cent. The 
amount for miscellaneous lenders in- 
creased 22 per cent and the number 
23 per cent. 

The average size of loan for all 
lenders was about the same as in the 
previous year. Percentagewise, indi- 
viduals, with loans averaging 8 per 
cent larger than in 1956 showed the 
biggest increase. The size of insurance 
company loans increased 7 per cent 
and land bank loans 3 per cent. The 


average size of bank loans as well as 
loans of miscellaneous lenders de- 
clined. 

The Federal land banks accounted 
for nearly 18 per cent of the total 
amount recorded. This was slightly 
less than in the two previous years 
but was larger than in any other year 
since 1936. Insurance companies ac- 
counted for 17 per cent of the total, 
the lowest since 1947. The 22 per 
cent of the amount recorded by banks 
was about the same as in 1956 and 
compares with 24 per cent in 1955 
and a high of 35 per cent in 1946. 
Individuals and miscellaneous lenders 
accounted for a larger share of the 
recordings than in 1956. 

The Federal land banks in three 
Farm Credit districts—Omaha, Hous- 


ton, and Spokane — accounted for 
about 25 per cent of the amount of 
farm mortgages recorded by all lend- 
ers in 1957 in these districts. The 
percentage for the land banks ranged 
from nine per cent in Baltimore to 
26 per cent in Omaha. It was less 
than in 1956 in all Farm Credit dis- 
tricts except Columbia where it re- 
mained about the same. 

The per cent of the amount re- 
corded by insurance companies was 
down in 10 Farm Credit districts. It 
was slightly larger for the Wichita 
district than in the previous year. It 
remained the same in Houston. 

Banks had a larger percentage of 
total recordings than for the previous 
year in five Farm Credit districts— 
Omaha, Baltimore, New Orleans, St. 
Louis, and St. Paul—and in three 
districts—Louisville, Wichita, and 
Berkeley—the 
same as in 1956. 

Individuals increased their propor- 
tion of recordings in all districts ex- 
cept three. Of the total volume of 
mortgages recorded they accounted 
for 27 per cent compared with 23 per 
cent in 1956. 

The estimated farm mortgage debt 
on January 1, 1958, for the United 
States was about 6 per cent more 
than at the beginning of 1957. 


percentage was the 
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Operating Branch Offices « 





RANCH offices are relatively new 
B to mortgage banking. Many 
firms have had one or more branches 
for more than twenty years but the 
percentage of firms having any, even 
now, is very small. Mortgage banking 
is a form of service not fully subject to 
technological improvements. However, 
businesses such as manufacturing or 
fabricating have been able to take ad- 
vantage of such improvements, thereby 
progressing very rapidly in their field 
the past quarter century. 

However, there has been more prog- 
ress made in mortgage banking op- 
erations in the past eight years than 


the take full 
im- 


in all prior years. To 
the 


provements it has become necessary to 


advantage of technological 
add volume. Many areas in the United 
States have become static in popula- 
tion 
the 
dwindling 
When 


not be 


some are even retrogressing with 


availability of new mortgages 


expansion of volume could 
the old 
trade areas, branches were opened. 
Anothet 


achieved in existing 
reason for opening branch 


offices was the insistence of a mort- 


gagee’s major builder moving into an 


area which could not be properly 
served from the home office. Some 
builders have had projects totaling 


thousands of units which gave a satis- 
factory basis of income with which to 
office. 
the 
investors, with whom the 


begin branch 
Still 


request ot 


operation of a 
another reason has been at 
mortgage banker has an existing con- 
tract, to cover additional territory not 
within the practical servicing area of 
the home office. This type of request 
may be initiated from the desire of an 
investor to buy mortgages where in- 
vestment funds are originated, such as 
life insurance premiums, for diversifi- 
cation or for other that 


any reason 


may motivate the investor through its 
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investment officer, committee or board. 

An example of this is the relatively 
VHMC Program. The U. S. 
government and private investors have 
cooperated to take mortgage funds to 
remote areas to help eliminate the 


new 


need of direct government loans. 
Mortgage correspondents with 
better staffed and 
equipped to perform this service, and 
induced to 


branches, thereby gaining allotments 


branches were 


some others were open 
of funds possibly not otherwise avail- 
able. 

The chief purpose of branch offices 
is to make services available in a local 
area. This will enable you to render 
faster, more efficient service by being 
on the spot to do so. Being more ac- 
cessible, it is possible to render more 
service at less cost to the customer 
and to your company. 

The branch office is a center for 
servicing personnel for origination of 
loans, collection of payments and ad- 
ministering to all other needs of the 
customer on the spot. The size of the 
organization should be determined by 
the amount of volume and types of 
In the beginning, 
perhaps one man will be the forerun- 


business available. 


ner of a sub-office and a sub-office the 
of a full branch. As the 
requirements of the customers enlarge, 


forerunner 


the types of services may be increased 
also. 

It is advisable to localize your or- 
ganization. Do your best to avoid an 
anti-chain store attitude. An example 
of the practice of the foregoing is the 
custom of lawyers to associate them- 
with a attorney if the 
matter necessitates a hearing in the 
courts. Care must be taken to avoid 
a hostile attitude and every practical 
method should be employed to fore- 
stall this. There should be participa- 
tion in local activities, first, in your 


selves local 


own field such as Real Estate Boards, 
Builders Associations, Appraisal Chap- 
ters and, in general fields such as 
Chamber of Commerce (Junior and 
Senior) and as many other civic and 
charitable activities as possible and 
practical. 

This does not mean that you must 
employ a local man as manager. The 
first and most important consideration 
must be that the manager be quali- 
fied. A capable man will succeed 
whereas an unqualified “native son” 
can be a dismal failure in the opera- 
tion of the office. It is far better to 
choose the qualified person from an- 
other town as manager and have him 
enter into the local affairs of the com- 
munity. A qualified person who is 
able to properly serve the branch area, 
will overcome the prejudice and nar- 
rowness of a “native son” requirement. 
This should not eliminate a “native 
son” should he be qualified; in fact, 
this would be an advantage. 

In placing personnel in manage- 
ment or supervisory positions in a 
branch, it is expedient to train them 
first for a period of time in another 
branch, if available, and also in the 
home office. This will even enable a 
person experienced in mortgage lend- 
ing to become familiar with your in- 
dividual company’s policies, proce- 
dures, forms and methods—thereby 
saving embarrassment to the individ- 
ual before the lower echelon of the 
firm who have more detailed experi- 
ence but less capacity to manage. 

Should none of the opportunities 
for expansion come your way, perhaps 
it will be necessary to seek a proper 
branch location. Contact the District 
Federal Reserve Bank or Branch 
closest to the considered area to de- 
termine what locations are rated the 
logical economically. Should 
there be more than one location geo- 


most 


s of a Mortgage Company 





graphically logical, determine the most 
desirable from a mortgage standpoint. 
In other words, pick the one having 
the greatest need for mortgages and, 
particularly, your services. This does 
not necessarily mean a location where 
there is no competition. 

Geography is important and it is 
recommended that additions to your 
present territory be contiguous if pos- 
sible. FHA has territorial rulings that 
complicate violations of this principle. 

After you have narrowed the field, 
the Chamber of Commerce statistics 
may be studied to help determine the 
most likely spot or location to succeed. 
Interpretation of the figures and sta- 
tistics presented must be comprehen- 
sive enough to determine past per- 
formances in all stages of the economic 
cycle plus the all important future. 

The adage relative to the better- 
built mouse trap causing a path to be 
beaten to your door is today an un- 
questionable exaggeration. Neverthe- 
less, the physical location of your office 
need not be in the 100 per cent build- 
ing or block in the town if you have 
chosen your proposed operating area 
with care. Available parking is an im- 
portant consideration for customers 
and employees. 

Selection of the location of a branch 
to be established from “scratch” will 
probably be best determined by first 
placing a field man or two to serve 
the business as it develops. 

Mistakes could be made and it is 
well to be careful in assumption of 
liabilities from advertising to office 
space. Limit all contracts to a pre- 
determined trial period so that fixed 
expenses will not exist after you have 
discontinued at a certain location. 

Division of labor must be funda- 
mentally thought of as to whether 
work should be performed at the 


What are the inducements for opening branches, how do you go 


about it, what operations are delegated to the branches and 


which ones remain in the home office—in short, what are the 


economics of branches for mortgage companies? Mr. Rainford 


who operates eight analyzes this aspect of the business, a 


relatively new development in the mortgage industry. He is a 


graduate of Northwestern University School of Commerce 


in accounting and finance. He was first employed by a certified 


public accountant and then joined the auditing staff of a national 


food chain. Later he entered the retail lumber business and 


ultimately activated a dormant mortgage company to promote 


the sale of lumber with FHA loans. Soon the lumber business 


was sold and full time has been spent in operating a mortgage 


business for 22 years. His eight branch offices are in three states. 


By W. C. RAINFORD 





President, Mercantile Mortgage Company, 
Granite City, Hl. 


home or the branch office. The fac- 
tor weighted the heaviest in the deci- 
sion should be “where can it be per- 
formed with the least expense and still 
be effective.” There will be variations 
in the answer to this, influenced most 
by the degree of specialization 
achieved by the home office. 

The following functions should not 





be interpreted to be a dogmatic edict. 
There are more functions than those 
listed, perhaps some even more im- 
portant than the ones listed. The 
presentation is for the purpose of 
forming a pattern for an approach or 
for thought as to the division of func- 
tions and to illustrate the logic em- 
ployed therein. 
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It is recommended that these func- 
tions be performed at the branch: 
1. Taking of applications for loans. 

a. Personal contact with the bor- 
rowers. 

b. Obtaining the credit report and 
the interpretation of the infor- 
mation furnished by the local 
rating agency, completing the 
branch recommendation and 
supporting the opinion with 
more complete details by direct 
investigation, if necessary. 

c. Closing loans. 

d. Furnishing to the 
upon request, normal or usual 


customer, 


servicing information such as 
payment analysis, i.e., principal 
and interest break down, tax or 
insurance information, all of 
which have been accounted for 
by the home office. 

2. Contacting sources of business. 

a. Realtors 

b. Loan brokers 

c. Builders 

d. Architects 

e. Lumber and supply yards 

f. Prefab manufacturers 

g. Individuals 

h. Any other source of business 

3. Processing for the following rea- 
sons: 

a. Familiarity with and physical 
closeness to locations to better 
know: 

(1) Neighborhood trends 

2) Local acceptance or preju- 
dice 

3) Planned development not 
published 

b. Familiarity with the builders, 
promoters or sponsors to deter- 
mine their qualifications as to: 
(1) Performance 
2) Financial responsibility 

c. Physical location, i.e., close to 

title 
companies and lawyers of all 
parties involved. 


surveyors, court house, 


The true success of all business from 
small to large depends upon sound 
management principles. It is not pos- 
sible in an article on branch office 
operations to cover the entire field 
but some of those principles that ap- 
ply to branch office operation will be 
cited. 

It is best, as in any type of man- 
agement control, to maintain the chain 
of command but especially so in 
branch operations. Branch decisions 
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must be firmly upheld by the home 
office, otherwise the people dealing 
with them will appeal all adverse de- 
cisions and ultimately disregard the 
branch entirely. This will leave your 
company with the expense of operat- 
branch with few of the ad- 
vantages. Even erroneous decisions 
should be supported as against the 
outsider much the same as the hus- 
band and wife “cling together” when 
an outsider attempts to arbitrate a 
family argument or “fight.” 

Books have been written and life- 
times have been spent in the study of 
It is recommended that 


ing a 


management. 


necessary to add volume. 
become static in population 


tory not within the practical seri 





management make this material and 
the opportunity to attend the Mort- 
gage Bankers Association School, 
Courses I, II and III, available to 
junior personnel, both supervisory and 
executive. The courses are taught by 
mortgage banking executives selected 
for special ability in the subject as- 
signed to them. 

Further education in the individ- 
ual’s special field, whether it be ac- 
counting, appraising, or other 
specialty should also be encouraged by 
subsidizing the educational expenses 
of the individuals preferably with 
some ratio to the degree of success, 
i.e., an “A” grade calling for 100 per 
cent company payment, “B”—90 per 
cent, “C”—70 per cent, balance to be 
paid by the individual. 

Public relations type that 
achieve more diplomatic living, bene- 
fit all types of supervisory or public 
contacting personnel and have been 


any 


courses 


“  . . there has been more progress made in mortgage banking 
operations in the past eight years than in all the prior years. To 
take full advantage of the technological improvements it has become 
Many areas in the United States have 

some are even retrogressing with the 
availability of new mortgages dwindling. When expansion of volume 
could not be achieved in the existing old trade areas, branches were 
opened. Another reason for opening branch offices was the insistence 
of a mortgagee’s major builder moving into an area which could 
not be properly served from the home office. Some builders have had 
projects totaling thousands of units which gave a satisfactory basis 
of income with which to begin operation of a branch office. Still 
another reason has been at the request of investors, with whom the 
mortgage banker has an existing contract, to cover additional terri- 
icing area of the home office.” 


employed with considerable success. 
In one of our own offices, such a 
course was arranged in cooperation 
with the local bank to reduce cost and 
furnish outside competition. Material 
benefits were noted even to the tele- 
phone operator, filing clerks and office 
supply personnel. 

Problems of organization and per- 
sonnel in branches are not unlike the 
ones existent in an operation con- 
ducted at one location. The problems 
are usually more severe, however, and 
much more acute because they are 
magnified by distance and time. 

The work to be performed at the 








district or home office generally should 
include all that requires specialized 
skill and does not have to be per- 
formed at the branch. This enables 
the employment of much more spe- 
cialized equipment and _ personnel, 
with resultant lower costs. 

Banking is more satisfactorily ar- 
ranged by one well qualified person 
at the home office acting for all 
branches. Consolidation of all branch 
escrow bank accounts into a single 
escrow account simplifies the bank’s 
bookkeeping and makes for more im- 
pressive balances. This aids materially 
in arranging needed lines of credit at 
the most favorable rates and terms. 

Home office operating personnel 
can be better qualified and specialized 
since for a number of offices there will 
be a sufficient amount of one type of 
work to enable a person or persons to 
become more proficient in the par- 
ticular operation. 


All of our branches are connected 
by a private telegraph system and our 
home office banks employ private wire 
systems to enable prompt cash credit 
to branch bank accounts promoting 
prompt closing of loans, a customer- 
satisfying procedure. 

Sales of loans are best handied by 
the home office. Major outlets should 
be contacted for overall arrangements 
by one person authorized to commit 
the entire company to an agreed-upon 
performance. Once again a specialist 
can be developed by repetitive experi- 
ence at the same operation. There 
are no firm set lines in this field in 
this operation since a branch that 
deals with one investor should do so 
directly. Some investors deal with two 
or more branches exclusively though 
fortunately most of our investors buy 
from all or almost all branches. A 
further advantage of branch operation 
is the ability of a number of branches 
being able to put together through 
home office co-ordination a sufficient 
amount of an investor’s particular 
type of loans to open or maintain an 
account that may not otherwise be 
available. 

Many times the availability of .a 
standby or take-out commitment is 
dependent upon a large minimum 
and by putting together the loans of 
several branches, each office may 
qualify to do business that otherwise 
would be lost. 

Accounting operations follow the 
same general principles previously 
cited for other types of operations. 
The same general truisms apply. In 
accounting, after the proper approach 
is made, the benefits seem even more 
apparent. Accounting, being a spe- 
cialized technical subject, requires 
people with specialized skills. Early in 
our branch operation experience, each 
branch had its own accountant and 
each prepared its own operating state- 
ments and the home office merely con- 
solidated operating statements. There 
was much resistance by the branch to 
centralizing this operation and the ac- 
tual servicing accounting. 

Now, it is universally recognized in 
the branches and the home office that 
it is possible to employ more capable 
personnel at the home office and em- 
ploy only bookkeepers at the branches 
who feed the information to the home 
office. This method relieves the branch 
manager of most of the accounting 


responsibility and frees him for more 
productive pursuits. 

Electronic equipment can be em- 
ployed on all servicing. Under inde- 
pendent branch accounting or without 
the volume reached by consolidation 
of the work of the branch offices this 
would not be economically feasible. 
Likewise, the investor receives only 
one remittance statement for as wide 
an area as the operation covers. Where 
a large number of servicing agents is 
a problem to an investor, the mort- 
gage banker offering service for an 
entire area might be granted the rep- 
resentation as against six or more sep- 
arate companies. Even where an in- 
vestor wishes to have loans in only 
one area the firm serves, the fact that 
the servicor has volume, permitting a 
high quality of performance for a 
small investor, may be the reason the 
account is secured. 

Under the premises previously cited, 
all borrowers are requested to remit 
directly to the home office. They are 
encouraged to do this by furnishing 
them with self-addressed envelopes. 
These are of a special color addressed 
to a special post office box to achieve 
an automatic sort from the balance of 
the mail. This is from 80 to 95 per 
cent successful. Facilities are available 
at all branches to make a payment 
over the counter. 

Customers’ ledger accounts are pre- 
pared at the home office. Copies are 
furnished to each branch so that cus- 
tomers’ questions may be answered on 
the spot. This system is highly satis- 
factory probably because of the pri- 
vate telegraph system to settle any in- 
quiries not clear or requiring more 
recent figures than shown on the latest 
copy available at the branch. 

The most controversial item in di- 
vision of functions between branch 
and home office is undoubtedly col- 
lection procedure. After having op- 
erated both ways, it has been found 
to be more efficient to handle collec- 
tions from a central department in 
the home office. 

In a branch operation where the 
collection department is not central- 
ized it is necessary to have the same 
number of departments as branches. 
Experience has taught the importance 
of having collection department per- 
sonnel devote full time to collections. 
For example, if the collection man 
works part time on other activities, 


when they become heavy, collection 
follow-up is slighted, thereby violating 
one of the basic rules of good collec- 
tion procedure, “continuous and con- 
sistent follow-up.” 

A company can afford to maintain 
a staff, trained and experienced, with 
the “know how” to effectively service 
delinquent loans, with a central col- 
lection department. The department 
is large enough to warrant an internal 
training program. Specialization 
makes obvious the personnel not suited 
to this type of employment and per- 
mits their prompt elimination. Man 
power being concentrated, the loss of 
any one man from the collection force 
does not severely handicap operations. 

The Unit System is employed since 
it is the most practical method in a 
central collection department. Depart- 
ment activities are directed by a col- 
lection manager who supervises the 
work of unit managers assigned and 
responsible for all accounts in a de- 
fined territory. The unit manager fol- 
lows all delinquent loans in all stages 
and prepares all the required reports 
of investors and management. The 
unit manager becomes familiar with 
the loans in his territory, able to rec- 
ognize and properly handle chronic 
delinquents. The unit manager has 
field men who make both personal 
and telephone calls from the local 
branch at his direction by collection 
cards that are forwarded daily. The 
field men live in the approximate cen- 
ter of their territory to keep travel 
costs low. 

Branch office operations have been 
found workable under the methods 
and patterns outlined. Perhaps this 
presentation does not carry conviction 
since it is not documented with spe- 
cific citations. Representations are 
based on twenty years’ experience in 
branch operations and the need is still 
keenly felt to improve efficiency. 

Undoubtedly, branch office opera- 
tions should be thoroughly studied by 
one of the qualified universities under 
the supervision of a committee of our 
own membership to achieve a fair and 
unbiased scientific analysis of this 
problem. 

The future of mortgage banking is 
dependent on the improvement of its 
services and reduction of its costs. 
Major steps must be taken in this 
direction to preserve the mortgage 
banker’s way of life. 
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"PEOPLE"AND EVENTS 
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In an expansion of its mortgage 
and real estate loan department, The 
First National City Bank of New 
York has created two new executive 
positions which will be filled by Dan- 
iel G. Amend, promoted to assistant 
vice president, and Daniel D. Dickey, 
assistant vice president, who has been 
transferred from another department. 


RE 


Daniel G. Amend Daniel D. Dickey 





Mr 


ney, 


Amend, an experienced attor- 


will handle the documentation 


and legal coordination of mortgage 
Mr. Dickey, who has worked 
closely with correspondent banks, will 


assist correspondents and other cus- 


loans. 


tomers in the financing of real estate. 
Both men will with 
Harry A. Yoars, vice president in 
charge of the department. 
Brandau C. Hughes has become as- 
sociated with Quigley Mortgage Serv- 
ice, Inc., Wilmington, Delaware, as 


be associated 


assistant vice president. 

James E. Stack has joined Percy 
Wilson Mortgage & Finance Corp., 
Chicago, as assistant manager of the 
corporate finance division. 

For the 
been assistant appraiser in the Chi- 
cago office of the Equitable Life As- 
of the U. S. 
ously, he was appraiser and mortgage 
loan negotiator with Leighly and 
Robertson, financial consultants. In 
his new position, he will handle com- 
mercial and industrial loans. 

On its 25th anniversary, United 
Service and Research, Inc.., Memphis, 
announced that its corporate name 
has been changed to Schumacher 
Mortgage Company, Inc., in honor of 


past three years, he has 


surance Society Previ- 


40 THE MORTGAGE BANKER + Ju/y 1958 


its founder, the late E. D. Schu- 
macher, under whose leadership the 
firm was built into one of the largest 
mortgage banking firms in the Mid- 
South. 

The company was organized in 
April, 1933, by Mr. Schumacher to 
service real mortgages and 
properties acquired for management. 
A number of savings banks and in- 
surance companies gave the company 
the opportunity of conducting an or- 
derly liquidation of mortgage invest- 
ments held by them. In the difficult 
depression years of the °30s, Mr. 
Schumacher and his staff performed 
a service for many of the farmers 
and other property owners by 
couraging them and aiding them to 
save their properties. One of Mr. 
Schumacher’s interests which aided 
the farmer later turned into the pro- 
gram, Keep Tennessee Green. 

The clientele of the company has 
increased to include more than 50 
savings banks and insurance compa- 
nies in Alabama, Illinois, Massachu- 
setts, New Hampshire, New Jersey, 
New York, Pennsylvania, Vermont 
and Wisconsin, with a servicing vol- 
ume of over 10,000 loans. 

Mr. Schumacher was the only man 
to serve two terms as MBA President. 

Ernest P. Schumacher, son of the 
late Mr. Schumacher, heads the com- 
pany as president. 


estate 


en- 


BIGGEST YEAR YET 
(Continued from page 34) 
000,000 for the half year, up nearly 
15 per cent. Some of this increase 
appears to be due to Asian flu com- 
plications, but a large part of it re- 
flects the greater amount of protection 
outstanding. At this rate, the total 
life insurance payments for 1958 may 

reach $7,500,000,000. 

Total funds held by the life insur- 
ance companies to guarantee this pro- 
tection probably approached the 
$103,500,000,000 mark on June 30, a 
half-year rise of some $2,400,000,000. 


This asset increase is the result of the 


growing number of policies outstand- 
ing and the increasing age of those 
outstanding. The rise averaged about 
$22 per policyholder. It represents an 
important segment of new capital 
made available for the economy 
through the thrift of the millions of 
policyholders. 

Adding to the new capital from 
asset increase, the funds becoming 
available for reinvestment, well over 
$7,500,000,000 have been invested by 
the U. S. life companies in the first 
half of 1958. The largest block of 
new investments was in corporate se- 
curities, primarily bonds, representing 
financing for business and industry. 
Corporate security acquisitions in the 
six months have totaled about $2,800,- 
000,000, Mortgage acquisitions, chiefly 
new financing for residential proper- 
ties, were in the neighborhood of 
$2,300,000,000. 





MORTGAGE 
MAN 


Desires position with Mortgage 
Company or Mortgage Depart- 
ment of Insurance Company. 


12 YEARS EXPERIENCE 


In Property Management, 
Loan processing, Inspections, 
Credit analysis, Construction, 
permanent Insured and Con- 
struction Loans. Age 40, mar- 
ried, one child—prefer South 
East, West Coast, or South 
West, but not limited to those 
areas. For résumé and photo 
write Box 501. 








PERSONNEL 


In answering advertisements in this column. 


the Mortg 
111 West Washington 











MORTGAGE BANKING EXECUTIVE 
Well-established progressive Texas Mort- 
gage Banking Company with headquarters 
in Dallas, seeking proven executive to take 
complete charge of all phases Mortgage 
origination, processing, and selling, Investor 
contact, appraising, Underwriting and Su- 
pervision. Must have experience with con- 
ventional, FHA and VA loans and com- 
mercial properties. Send complete résumé 
with picture, giving education and experi- 
ence, stating age and salary desired. Write 
Box 500. 
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Title Insurance Company of er 
proudly announces its move to new quarters. 


TITLE INSURANCE BUILDING 
400 SECOND AVENUE SOUTH 
MINNEAPOLIS, MINNESOTA 
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Our pride in our new home office is 
combined with gratitude to the 
many mortgage bankers who have 
made this move possible. In 

many ways the expansion program 
we are undertaking reflects an 
ever-increasing demand for 
title-insured mortgages. 


During a half-century of providing 
Abstract, Escrow and Title Insurance 
services we have become a multi- 
million dollar company with agencies 
and offices in 21 states and 

Canada. We look forward confi- 
dently to further growth in our 

new quarters. 


Jitte [nsurance Company OF MINNESOTA. 


400 Second Avenue South « FEderal 8-8733 + Minneapolis 1, Minnesota 
DIRECTORS 


FRANK P. LESLIE, Chairman of the Board 
President, John Leslie Paper Company 


: ; WENDELL T. BuRNS GORDON MURRAY 
Senior Vice President, Northwestern Nail. Bank of Minneapolis President, First National Bank of Minneapolis 
ROBERT M. CROUNSE 


4 NORMAN L. NEWHALL 
Lawyer, Mackall, Crounse, Moore and Helmey President, Thorpe Bros., Inc. 
HENRY W. HILL I 
— rs . , . 4£0 A. REUDER 
Executive Vice President, Janney Semple Hill & Company President, Title Insurance Company of Minnesota 
JAMES F. HORN 


Lawyer RYLAND J. ROTHSCHILD 


President, H. & Val J. Rothschild, Inc., St. Paul 
HENRY S. KINGMAN 
Chairman of the Board, 
Farmers & Mechanics Savings Bank, Minneapolis 
a re Guy W. LA LONE FRANK E, STRUTHERS 
Senior Vice President, First National Bank of Minneapolis Vice President, Wabash Screen Door Company 


A. F. SOUCHERAY, JR. 
President, St. Paul Abstract & Title Guarantee Co., St. Paul 


; ,VON E. LUSCHER Pau E. VON KUSTER 
President, Northwestern Mortgage Company 


President, David C. Bell Investment Company 











Title Insurance 


puts you on the trail to faster, more 
profitable mortgage transactions 


It’s no trick to track down good, profitable 
mortgage investments when title security is 
predetermined by a Kansas City Title 
Insurance policy. An insured title cuts red 
tape for you safely, surely, automatically. 
Transactions are closed faster, more profitably. 
Pick up the trail that hundreds of mortgage 
bankers are already following. Call in 

your Kansas City Title agent today. 


Branch Offices: 

Baltimore, Maryland; 210 North Calvert St. 
Little Rock, Arkansas; 214 Louisiana St. 
Nashville, Tenn.; S. W. Cor. 3rd & Union St. 


Licensed in the following states: 
Alabama, Arkansas, Colorado, Delaware, 
Florida, Georgia, Indiana, Kansas, Louisi- 
ana, Maryland, Mississippi, Missouri, Mon- 
tana, Nebraska, No. Carolina, Ohio. S. Caro- 
lina, Tennessee, Texas, Utah, Virginia, Wis- 
consin, Wyoming and the Dist. of Columbia 
and Territory of Alaska. 


f- 
Aansas Cole & 
. AIWHCE — 
Capital, Surplus and Reserves Exceed $5,000,000.00 
Title Building 


925 Walnut Street Kansas City 6, Missouri 
“Since 1861" 





